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Fourth-quarter Outlook 


This issue goes to press at the end of the third quarter 
of the calendar year. Too early for definitive figures on 
what happened to the economy, enough is known of the 
broad outlines to say that inventories of consumer goods 
were cut back, the process going all the way from retailer 
to manufacturer. At the same time that industrial output 
was declining, defense expenditures continued to expand. 
So what does this augur for the fourth quarter? “By col- 
lapsing output to the level of real demand,” says our busi- 
ness analyst in discussing the end of inventory growth 
(see “Inventories Again,” beginning on the following page) , 
the stage has been set “for a further growth of defense 
without inflation.” The fourth quarter may tell whether 
the play will go on as advertised. 

ee e 


More Cars—and a Market for Them 


In a mass production society, statistics are plentiful and 
necessary. Even so, like lots of other things taken in too 
large quantities, they can give indigestion or put one to 
sleep. In “How Big Is the Automobile Market?” statistics 
become lively, are made to talk up. Two months ago, trends 
were studied, figures analyzed, projections made on the 
market for housing. The market for automobiles gets 
similar treatment in this issue—and the result: statistics 
that have something to say. And this is that the market 
can absorb a few million new cars a year and that the 
industry—if war does not come—should be able to satisfy 
more than that potential demand. (Page 372.) 


Why a Central Bank? 


The tides of economic change, accelerated greatly by war, 
depression and war, have in the past thirty years wrought 
changes vast in scope—perhaps as great as in any other 
comparable period in history. And few have been as 
marked as the transformations brought about in central 
banking. By 1921, it was—both in techniques and responsi- 
bilities—the product of a hundred years of experimenta- 
tion, adaptation, and trial and error. But, even then, seeds 
of change had been firmly planted by World War I, and by 
budding doctrines and social philosophies. 

Today, thirty years later, the American central bank (as 
well as the money market in which it must do business) 
bears little resemblance to its earlier counterpart. That 
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goes for both the practical conditions and problems which 
confront it and for the tasks and obligations public 
policy now would impose upon it. “Central Banking—Then 
and Now,” on page 390, reviews these changes and ex- 
amines their monetary and credit-policy implications. 


Civil Defense and Industry 


A spotlight is thrown on industry’s response to civil de- 
fense in the survey of business practices which begins on 
page 386. Some companies, it is found, have laid plans. 
Others have not. These latter are fatalistic, or believe there 
is little danger of attack, or see costs of defense prohibi- 
tive, or feel that the dispersion of the company’s plants 
is adequate protection. The survey includes several case 
histories that show what some companies are doing . 
just in case. . 

ar ee 


Suburbs ys. the Cities 


The suburbs grow larger, some cities grow smaller. In 
most cases, the big cities grow larger but not so fast as 
their environs. This is not a new process; it was a notice- 
able trend in the Twenties, Thirties and Forties. But the 
trend is accelerating, and that, plus the accumulating effect, 
makes the problem important today. Problem? It 
breaks into a thousand pieces. Transportation facilities 
need to be stretched. There are more children for suburban 
schools. Metropolitan services are used almost daily by 
an increasing number of out-of-towners who do not pay 
taxes for maintenance of the facilities. Etc., etc. Figures on 
this trend to the suburbs are presented for the first time in 
the article beginning on page 378. 


A Longer Useful Life 


Oftentimes the older person feels he is not wanted—is a 
has-been who has nothing much to look ahead to. But there 
is a change today. One of the outcomes of relatively full 
employment is the added value being given to the older 
person. As his services in industry and trade become more 
and more sought, his ability to look after himself becomes 
enhanced. And even in those instances where his earning 
ability is decidedly below what it was in his earlier years, 
he reaps some intangible rewards of great value. (Page 400.) 


Business Highlights 


INVENTORIES AGAIN 


Existing stocks—and what happens to them over the next several months 
may set the course and timing of any new inflationary pressures 


not reach anything like a full statistical portrait 
until near the year’s end, is beginning to form 
around these outlines: 


Ae PICTURE of the third quarter, which will 


® Continued advance in defense expenditures. 

© Little change in retail trade; the beginning of a slug- 
gish rise in volume, but not enough to make any major 
change in the high personal savings rate of the second 
quarter. 

© A significant decline in industrial output, of both 
finished consumer goods and some raw materials (coal, 
lumber, paper, hides, rayon) . 

© A flattening of the downward lunge of prices at the 
commodity trading level; growing firmness at wholesale 
and retail levels. 

e An abrupt tapering of inventory accumulation. 


The second quarter had featured a sharp divergence 
of business trends, in most cases reflecting the upswing 
of defense and the downswing of civilian business: 

e Residential construction subsided, while industrial 
construction mounted. 

© Defense employment rose, while employment in civ- 
ilian industries stabilized and then turned down. 

© Income climbed, while personal consumption expen- 
ditures sank. 

© Defense spending rose sharply, while raw materials 
prices plunged downward, and inventories rose. 

e Industrial output, as measured by the FRB index, 
and total employment, were relatively stable, but their 
stability reflected an increase in defense output offset by 
a roughly equal decline in civilian output. 


Many of these divergences have continued into the 
third quarter—enough of them, in fact, to produce the 
same shift toward defense, and away from the civilian 
sector, that shaped the second quarter. Defense pur- 
chases of goods and services, after climbing from 8% 
of total output in the first quarter to about 10% in the 
second quarter, apparently advanced to almost 12% 
in the third. But in a number of important areas the 
rates of change in business statistics have moderated, 
and some of the key aggregates have apparently ar- 
rived at a temporary stability. For example, raw ma- 
terial prices began to flatten in August. Futures prices 
reached a trough in mid-July, and have moved irreg- 
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ularly upward through mid-September, although sev- 
eral recovery flurries were beaten back by the slack 
demand for spot commodities. The tone of commod- 
ity markets has apparently altered from speculative 
deflation to concentration on short-term demand and 
supply factors. 

Early in the quarter, retail trade was continuing at 
about the rate reached at the end of the sharp slide of 
the second quarter. A somewhat stronger note evi- 
dently appeared in August and September, but the 
change in volume was apparently not great, despite 
attractive retail clearances. Department store sales 
after Labor Day suggested no sharp resurgence of 
buying. Personal savings and disposable income seem- 
ingly changed little from their second-quarter levels. 

The sudden arrival of stability in business inven- 
tory figures—after the dizzy rise of almost a year—is 
perhaps the most significant figure of the quarter. Be- 
tween March and June, inventories had advanced at 
the all-time record annual rate of $14 billion. For the 
nine months ended in June, the annual rate of accu- 
mulation had averaged about $12 billion, roughly 
equal to the nation’s annual rate of expenditure for 
national defense prior to Korea, or to the rate of ex- 
penditure on private residential construction in the 
boom year 1950.1 Indications now are that in the 
third quarter total business inventories changed rela- 
tively little, with a small advance at the manufactur- 
ing level offset by declines at the retail and wholesale 
levels. 


VOLUNTARY ADJUSTMENT 


The arresting of inventory growth appears to have 
been largely, aithough not entirely, the result of vol- 
untary curtailment. A further advance in deliveries 
to the government and possibly some recovery in the 
physical volume of purchases by consumers also con- 
tributed. So did the decline in automotive stocks, 
which is chiefly attributable to materials shortages. 
But the decline in output—affecting many raw mate- 
rials as well as consumer goods—indicates clearly 


_ The $12-billion figure represents the annual rate of physical addi- 
tions to inventory, valued at second-quarter 1951 prices. It is not 
inflated by upward revaluation of existing inventory due to the rising 
cost of replacement units. Including such upward revaluation, the 
annual rate of inventory growth during the period in question was 
about $19 billion. 
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enough that voluntary curtailment played a major 
role. And if the indication needed any confirming, 
there is the decline of manufacturers’ sales, and the 
shrinkage of retail inventories even in those lines 
where no production bottlenecks or shortages exist. 

Thus there has been a further radical departure 
from the pattern which analysts were predicting only 
a few months ago, when the consensus called for a 
rapid forced liquidation as total demand for goods, 
propelled by defense spending, rose above output. 

The sudden emergence of stability in inventory has 
reshaped the trends of a number of major statistical 
series of which inventories are a component. The end 
of production for inventory has broken the level of 
222—sive or take a point—which the index of indus- 
trial production maintained throughout the first two 
quarters of 1951; for the third quarter, the average 
level of output has approximated 217, off somewhat 
more than 2%. 

It has also worked an important change in the trend 
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of gross national product. It has meant, first of all, 
a pronounced drop in gross private domestic invest- 
ment—the sum of expenditures for new construction, 
for producers’ durable equipment, and for net change 
in inventory. In the second quarter this figure— 
which measures the rate of physical capital formation, 
other than consumer durables—stood at an annual 
rate of $63.5 billion, about $16 billion above the 
rate in the third quarter of 1950. 


LOOKING INTO THE DIFFERENCES 


But almost the entire difference represented inven- 
tory growth (see chart, page 370). Of the other two 
components of this key series, declines in new construc- 
tion approximately offset the rise in the output of 
producers’ durable equipment. It seems probable 
now, although good figures are not yet available, 
that for the third quarter the virtual end of inven- 
tory accumulation may have caused expenditures for 
gross private domestic investment to drop roughly 
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I. The Rising Tide of Steel... . 


STEEL PRODUCTIONS 
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$10 billion below the rate that prevailed in the second 
quarter. 

In the absence of late figures on the third quarter it 
is still difficult to judge whether the two other major 
components of gross product—personal consumption 
expenditures and government expenditures—ad- 
vanced sufficiently to offset this drop. But it seems 
probable that the third quarter marked at least a tem- 
porary halt to the giant steps that gross national 
product had been taking since Korea; the third-quar- 
ter change was almost certainly small, and very pos- 
sibly negative. 

While inventory changed little in the third quarter, 
it could have advanced materially if output had not 
been restrained. At current prices, the total loss of 
production due to curtailment of output in the 
quarter was probably about $2 billion-$3_ billion 
(or at an annual rate of about $10 billion).1. Assum- 
ing that the idled capacity were readily converted to 
defense production, this $8 billion of output, added to 
the actual defense share of output in the third quar- 
ter, would have boosted the defense spending rate to 
perhaps $50 billion—about 15% of total product— 
with no inflationary shortages in the civilian sector, 
and with no liquidation of inventory. 


—AS TO G.N. P. 


Something like the same figure can be arrived at 
more simply from the gross national product figures. 
During the second quarter, defense expenditures were 
at an annual rate of $33 billion, and inventory accu- 
mulated at a rate of $14 billion. If production for in- 
ventory were converted to production for defense, 


'Vajued at themanufacturing level. Valued at retail, the figure 
would be considerably higher. 


a defense rate of about $47 billion could be reached 
with no change in supply to other sectors, and with 
no liquidation of inventory." 

Actually, only a fraction of the capacity idled in 
the third qarter is of any use to the defense program, 
which now must depend chiefly on expansion of supply 
in tools and basic raw materials to raise output much 
above its third-quarter rate. Assuming availability of 
materials and manpower, most of the capacity idled in 
the third quarter should still be available in the fourth 
and ensuing quarters for output of consumer goods. 
Existence of this unused margin of capacity suggests 
that no general near-term shortage of such goods is in 
prospect, even ignoring, for the moment, the still high 
levels of existing inventories at retail. It also suggests 
that while prices of manufactures may rise somewhat, 
no very violent rise should materialize unless or until 
the idle capacity approachcs full reemployment 


MANIFOLD IMPLICATIONS 


The implications of the curtailment of output in 
the third quarter do not end there. Since the begin- 
ning of the second quarter the rapid subsiding of re- 
tail demand and the subsequent decline of civilian 
manufacturing activity, combined with the slipping 
of construction activity, have acted as a drag on per- 


1See comment in the August”issue of The Business Record that the 
combination of output level and price level prevailing toward the 
end of the first half of 1951 would have tolerated a defense spending 
rate of more than $40 billion, with no excess of demand over supply 
For an earlier analysis along the same lines see Highlights for June 
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sonal income. In July (the latest month for which 
figures are now available) the rate of wage and sal- 
ary payments declined somewhat—for the first time 
since before Korea—in spite of a further rise in gov- 
ernment payrolls. Income in the private nonagricul- 
tural sector (total income, less agricultural income, 
and less government payrolls) fell enough to erase the 


small gains of May and June, and was back to the 
April level. 


TIME SCHEDULE OF INFLATION 


Thus in spite of the rise of defense spending, the 
second and third quarters of 1951 have carried a busi- 
ness adjustment to what would ordinarily be its criti- 
cal stage. It would—ordinarily—be reasonable to as- 
sume that the same reluctance on the part of buyers 
that finally halted inventory accumulation in the 
third quarter would precipitate liquidation in the 
fourth quarter, particularly since the last increments 
of inventory were accumulated involuntarily. 

The resulting further decline in output would turn 
income downward. Inventory liquidation can exert 
extreme leverage on production, and hence on income. 
Other things being equal, a relatively moderate liqui- 
dation—at $1 billion per month—during the fourth 
quarter would release almost 5% of industrial capacity. 
But of course circumstances are not likely to remain 
equal. Even allowing that the defense program has 
slipped somewhat behind its goals, the spending rate 
in the fourth quarter may advance another $6 billion- 
$7 billion, roughly its rate of rise, quarterly, over the 
past year. And while only a minority may now expect 
a major boom at the retail counters in the fall, most 
analysts seem agreed that a continuing moderate ad- 
vance is likely. 


Ill. And by Market 
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Nevertheless, the anti-inflationary possibilities of 
voluntary liquidation in the fourth quarter deserve 
to be weighed against the inflationary effects of fur- 
ther expansion of defense spending, and any rising 
trend of consumer spending. While the capacity now 
idle in the civilian sector may be of little use to the 
defense sector, a dollar earned in the production of 
civilian goods has the same spending power as a dollar 
earned in defense production. As long as heavy in- 
ventories of civilian goods exist, production of such 
goods to maintain inventory is, in a sense, as infla- 
tionary as production of defense goods. The arresting 
of civilian production to allow inventory to drain 
off would at least partly offset the rise of income in 
defense production. 

In the consumer durables sector the point is doubly 
relevant. Stocks of most consumer durables are still 
heavy (automobiles are one exception). Liquidation 
of finished goods stocks in the hands of manufacturers 
would not only retard the growth of income; it would 
also restrain manufacturers’ demand for civilian steels 
(sheet, strip, etc.) at a time when steel fabricators are 
trying mightily to satisfy demands for plates, struc- 
tural shapes, and other defense steels. (See charts.) 


INVENTORIES THE POSER 


Liquidation of inventory could thus be the basic 
fact of the fourth quarter, as the end of inventory 
growth was of the third quarter. 

Any significant liquidation would in fact raise a 
new set of possibilities for the time schedule of in- 
flation. For the first nine months following Korea, 
rises in output, plus the rationing effect of rising 
prices, absorbed the early increases in defense spend- 
ing. In the next period—the second quarter of 1951— 
a return to something like normal in consumer buy- 
ing more than offset the growth of defense spending, 
retarded the rise of income and sent inventories soar- 
ing. In the third quarter a further rise in defense 
was more than absorbed by the end of inventory 
growth, which flattened income and sent output 
down. 

If liquidation of inventory offsets another rise 
of defense in the fourth quarter and into 1952, later 
rises may be largely absorbed by an easing of the rate 
of capital expenditures and residential construction 
activity, which a number of analysts now foresee for 
the second half of 1952, and by those additions to ca- 
pacity now being built. 

If that happens, the basic picture of the early 
1950’s may have to be redrawn. Instead of inflation 
piled on inflation, the picture may eventually show 
that rising government expenditures supported— 
rather than inflated—an overstimulated civilian 
economy that was gradually settling back to normal. 


'Despite credit controls and tight money, nonfarm housing starts 
in 1951 are now expected to total above 1 million, a figure surpassed 
only in 1950. 
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The bridging of any inflationary gap between now 
and the crest of the capacity expansion program thus 
may rest with the holders of inventory. But will the 
holders liquidate? And if so, will they liquidate sufti- 
ciently rapidly to take up the added strain of the 
prospective rise in defense spending?! 


THE ALTERNATIVES 


Or will new orders and production activity start 
up quickly as the usual fall pickup in civilian business, 
on top of growing defense business, threatens to cut 
more sharply into stocks? In July, and apparently in 
August, too, new orders in most consumer industries 
were running considerably below even the reduced 
output rates, but that relationship could reverse itself 
rapidly. 

Such a reversal could send the FRB index back to 
its first-half level almost immediately, and possibly 
to well beyond that level by the year end. At the 
same time it could set income in the industrial sector 
on a new rising trend. In August, hours worked in 
most consumer industries were down well below year- 
ago levels; in many cases employment was also down 
from a year ago. A heavy resumption of activity in 
these industries, together with rising labor needs of 
defense output, would put new strains on the labor 
market, and add to wage pressures. With prices and 
wages now closely linked, the spiral could begin anew. 

There is no ready answer to the question of how 
the holders of inventory will react in the fourth 
quarter. On the one hand, recent activity in consumer 
goods wholesale markets suggests that voluntary li- 
quidation still has a course to run.? The condition 
of corporate cash—now probably at its lowest rela- 
tion to current liabilities since World War I]—may 
make liquidation a preferred alternative even in cases 
where the outlook for cost of materials is clearly up. 
And, in some consumer goods areas, retailers may con- 
tinue to press for lower wholesale prices, either because 
of awareness of lower materials costs (e.g., apparel) or 
because of continued poor sales performance of mer- 
chandise at present prices (e.g., homefurnishings). In 
the past several months, retailers have come to know 
the 1951 consumer as a highly selective shopper. That 
means an atmosphere of vigorous product competition 
in which heavy inventory may be more hindrance 
than help. 


1Voluntary liquidation retards income growth because it implies 
idle capacity and a release of labor. Forced liquidation, which might 
result from a boom retail market that drove demand above manu- 
facturing capacity (or above permissible output under the materials 
orders), would have no deflationary effect on income, and would cer- 
tainly be accompanied by inflationary price pressures. Producers 
of many consumer durables apparently expect such a development 
even as early as the fourth quarter. (Forced liquidation began in 
the automotive industry, at both manufacturer and dealer levels, 
at the end of the second quarter.) ; ; 

2In defense industries, where backlogs have continued to rise, the 
advancing rate of defense output may force some liquidation, par- 
ticularly of steel (see charts). But as late as July the inventory 
buildup for defense was still in progress. 
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On the other hand, the business atmosphere gives 
some signs of stable optimism, following the wide 
swings of anticipations in the first post-Korea year. 
With the beginning of an upturn of retail trade, busi- 
ness sentiment may reform around expectations of a 
moderate rise applying to all sectors. (According to 
opinion surveys, manufacturers have entertained such 
expectations throughout the adjustment of the last 
seven months.) The pessimism that attaches to in- 
voluntary accumulation of inventory—a feeling that 
was strong at retail levels and among purchasing 
agents when the Korean truce talks started in June 
—may have disappeared with the end of involuntary 
accumulation. A Korean truce now might have only a 
fraction of the deflationary potential it held in June, 
when the civilian recession was about to produce a 
major slash in output rates. 

These considerations suggest the delicate balance 
which the end of inventory growth has set for the 
beginning of the fourth quarter. By collapsing output 
to the level of real demand, it has imposed some order 
on the personal income figure, and has set the stage 
for a further growth of defense without inflation. How 
long the stage will stay set, however, may now de- 
pend on the attitude toward inventory that pre- 
vails in the fourth quarter. 


ALBERT T, SOMMERS 
Business Analyst 
Division of Business Economics 
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The Conditions of Economic Progress—A second and 
revised edition of the well-known work comparing pro- 
ductivity, consumption, the use of labor and capital, and 
related factors pertaining to economic growth in the various 
countries of the world. As before, the author has drawn on 
a staggeringly varied and rich range of sources of in- 
formation. Colin Clark, Macmillan & Co., Ltd., London, 
1951. $7.50. 


Public Finance—Synthesizes the traditional approach to 
this subject (wherein taxes, expenditures, and debt man- 
agement tend to be emphasized as independent problems 
in themselves) with the more recent emphasis on their 
effects upon the economy as a whole and, notably, as an 
instrument of countercyclical policy. MM. Slade Kendrick, 
Houghton-Miflin Company, Boston, 1951. $7.50. 


Money, Trade, and Economic Growth—Essays by seven- 
teen of his associates published in honor of John H. 
Williams, current president of the American Economic 
Association. Topics discussed in this collection are grouped 
under three general headings: international economic or- 
ganization and trade; factors influencing domestic economic 
activity and stability; and monetary theory and central 
banking. The Macmillan Company, New York, 1951. $5.00. 
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just how tight is it and how long will the squeeze 

last? And when the immediate pressure is eased, 
how large will the long-run automobile market prove 
to be? 

In the months to come, as assemblies are limited 
by the availability of critical metals, supply may well 
dip far below demand. As metal capacity expands, 
however, and defense production pressures ease, not 
supply, but the country’s ability to absorb new cars, 
should become the more important determinant. 

Buying has already dropped off considerably from 
the 6 million yearly rate in the spring of 1951 to 
under 5 million. Analysis of the factors underlying 
the automobile market suggests that this latter fig- 
ure may approximate basic consumption capacity for 
the years immediately ahead. 

There are about 41 million passenger cars in use 
today as compared with 24 million in 1945. Since that 
year, when production was resumed after the war, 24 
million new cars have been sold. The biggest year 
was 1950, when 6.7 million passenger cars were pro- 
duced and 6.3 million sold.1_ As these new vehicles 
were put into use, more and more old-age cars were 
scrapped. Accessions of new vehicles have restored 
balance to the nation’s car fleet and taken the edge 
off a market expanded by larger and more widely dis- 
tributed incomes. Thus demand for both new and 
used cars is being shaped by normal growth and re- 

1The difference went to inventory and export. 


4 Bree AUTOMOBILE market is tightening, but 


HOW BIG IS THE 
AUTOMOBILE MARKET ¢ 


placement factors. 
The beginning of 
this process may 
well account for 
the slackening of 
sales since spring. 
New-car sales, at 
a record high of 6.2 million (annual rate), drifted 
below the 5-million level by July, although scattered 
late August and early September reports indicate some 
increase from the summer lows. The slump in used- 
car demand was evidently even more pronounced, and 
new-car dealers took a sharp drop in profits from 
sales of trade-ins during the second quarter of 1951. 

Automobile assemblies, hobbled by government 
restrictions on materials and responding to falling 
demand, have also been declining significantly since 
spring. Shipments to dealers, which in March were 
at an annual rate of 7.1 million units, had by July 
fallen to 4.3 million and by September to 4.0 million. 
Thus dealers, glutted with new-car inventories only 
a few months back (stocks in March were at the 
highest level since 1949), now find showroom models 
inadequate to meet demand.1 

What is more, the supply situation may get worse. 
Sufficient metals have presumably been allotted to 
automakers to enable 4.1 million cars (annual rate) 
for domestic use to be turned out in the last quarter 
of 1951. But many industry men fear production 
may fall well below 4 million. 

It is one thing to be on the government’s books 
for steel, copper, and aluminum allotments; it is an- 
other to get the metal. Copper, which has been in 
short supply for months, is providing the biggest 
headaches. Fourth-quarter copper allotments to the 
automobile industry were pared significantly even be- 
fore the recent copper strikes. And the tens of thou- 
sands of tons lost by the strikes threaten to cut sup- 
plies of automakers even further. Much effort has 
been exerted in finding replacements for copper and 
brass in automobile radiators, ignition systems and 
the like—but so far with little success. 

Although steel supplies do not appear dangerously 
low for the industry, considerable difficulties have 


1The National Production Authority estimates dealer stocks to 
have declined 20% between June 1 and September 1. 
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of the factors 
at work 


372 BUSINESS RECORD 


) 


been encountered in obtaining bar steel for axles and 
crankshafts. So companies are doing a great deal of 
trading and converting to increase their supplies of 
cold-finished bars. Purchase of ingot steel at one mill 
to be finished at another is a common—and costly— 
practice. 

It is possible that the greatest pinch in supplies 
may be occurring right now. Even so, judging from 
preliminary metals allotments production of passenger 
cars is not likely to increase much in the early part of 
1952." If demand continues at current levels, a notice- 
able shortage of vehicles is in prospect over the next 
several months. 


SUPPLY AND DEMAND 


The longer-run outlook, however, is somewhat dif- 
ferent. When the military buildup levels off and new 
metal capacity begins to ease the tightness in sup- 
plies, automobile output could probably be pushed 
up to more than 5 million or 6 million units a year. 

But will demand in the next few years be sufficient 
to move that many cars from dealer showrooms? Sev- 
eral factors shape the basic demand for new auto- 
mobiles which is now emerging. One is the rate at 
which traditional new-car-buying families go back 
into the market for another new car. Throughout most 
of the postwar period, about 10% to 15% of new cars 
were traded in after a year of service. About half 
were in the hands of second owners’ within three 


1Unofficial estimates of allowed assemblies (excluding exports) 
run from at an annual rate of 3.0 million to 4.0 million in the first 
quarter of 1952. 

*However, in 1950, the usual replacement pattern accelerated as 
fears of production curtailments spurred buying. 
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years. This replacement market has contributed 
about three fifths of new-car demand during the last 


few years. ares a 


Another factor is the purchase of new cars by 
families not previously owning cars. Nearly a fifth 
of all sales were made to these buyers during recent 


years. Pees, 


A third factor is the demand for new cars fro 
families formerly buying used cars.? In the last sev- 
eral years there has been a marked shift in buying 
habits of used-car-owning families. In 1950, for ex- 
ample, twice as many wage earners bought new cars 
as in 1948. Their purchases of used cars were up 
much less. 

Finally, there is the new-car demand from busi- 
ness firms and government. Sales of new cars to 
such groups ranged between 300,000 and 400,000 be- 
tween 1946 and 1949. Purchases jumped sharply in 
1950—perhaps in excess of a million passenger cars. 

The large majority of new-car buyers expect to 
turn in a used model as partial payment toward the 
purchase of the new model. So prices of used cars, 
and hence the state of used-car demand, are of key 
importance to the level of new-car sales. Every time 


1The increase in the number of second and third cars (purchased 
new) by new-car-buying families in the postwar years also swelled 
demand. ¢ 

*There is no fixed and fast rule dividing car-owning families into 
traditional new-car buyers and used-car buyers. Newly formed 
families with limited resources might be considered potential used- 
car buyers. But after several years of economic advancement, they 
may change to potential new-car buyers. The important factor in 
the demand for new cars is the size of the over-all group which can 
be designated as potential new-car buyers. If one family moves into 
the group and another moves out (because of death or other reasons) 
the over-all group remains unchanged in size. 
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a new car is bought with a trade-in, the supply of 
used cars increases. And unless another car is scrap- 
ped some new owner must be found for the addition 
to the supply. 

The trade-ins of the new-car buyers (predominantly 
the upper-income families) eventually tend to come 
into the hands of the lower-income and middle-income 
families. And these lower-bracket families trade in 
older-model used cars for newer models. 

Thus we have what is often termed a filtering-down 
process at work. Almost all cars go through this 
sequence of moving from owner to owner (usually 
down the income scale), until they become obsolete 
or unserviceable and are bought up by the wrecker at 
a minute fraction of their original selling price. The 
record new-car sales in recent years could hardly have 
been sustained were it not for the readiness with which 
the used-car trade-ins were bought up by noncar-own- 
ing middle-income and lower-income families. But 
how many more of these families are there who want 
and can afford to own an automobile? 

Future new-car demand may depend to a larger 
extent than before on increased scrappage of older 
models. Each car going on the scrap pile usually 
means an additional family in need of a car. For 
example, a family selling a 1931 model to the scrap 
dealer may be in the market for a 1935 model. The 
owner selling the 1935 car may then buy a 1941 model, 
and so on up the line until demand for a new car 
is generated. 

Unless scrappage of automobiles increases sharply, 
it is doubtful whether the automobile economy could 
continue to absorb the 6-million annual level of sales: 
experienced earlier this year and in 1950. At that rate, 
virtually every family in the country would be own- 
ing a car within a very few years. 


LOOKING BACK TO 1946 


By 1946, after four years of idle automobile as- 
sembly lines and high incomes, the potential demand 
for cars, both new and used, reached gigantic propor- 
tions. The traditional new-car owners were eager to 
trade in their late prewar models for the newer post- 
war variety. Factory workers with no cars or with 
vehicles ten to fifteen years old wanted the late pre- 
war models. 

In that first full postwar year, dealers sold about 
1.8 million new cars (1.5 million to private families)! 
and upwards of a million cars taken out of service 
during the war were registered. The new-car owners, 
in turn, traded in or sold well over a million used 
cars. 

Another 2 million used cars were traded in or 
sold by used-car buyers. 

In all, the turnover of used cars in 1946, excluding 
cars sold to wreckers, amounted to about 17% of the 


1The remaining cars were sold to business and government. 
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number of cars on the road at the beginning of the 
year. In 1947, 3.2 million new cars were sold (2.8 
million to private families), and used-car turnover 
increased to 20%. New-car sales in 1948 were up sev- 
eral hundred thousand, and used-car turnover in- 
creased to 22%. 

The purchase of most of the new cars by the higher- 
income families, and the reshuffling of used-car owner- 
ship apparently continued the increasing spread of 
car ownership begun during the war. At that time, 
employment and incomes rose sharply under the im- 
petus of huge military outlays and millions of workers 
who had never been car owners entered the used-car 
market. Many of these cars sold had been owned 
by higher-income earners. 

This reshuffling of car ownership was going on at 
the same time over-all ownership was on the decline. 
By the time automobile assemblies were brought to 
a halt in early 1942, 56% of the nation’s families 
were car owners. But scrappage of older-model cars 
and storage of many serviceable vehicles for the dura- 
tion because of gasoline rationing, and the like, de- 
creased the percentage of car-using families at the 
end of the war to only 44%. 

Over all, the percentage of families owning cars at 
the end of 1948 was about the same as at the end of 
1941. But the lower-income families had increased 
their share of cars on the road (see chart). In urban 
areas there was a 20% increase in the proportion of 
families in the lowest bracket as compared with a 6% 
decline in the top bracket. In rural areas, the shift 
was even more marked. The lowest fifth of families in- 


1On the one hand, many factory workers found cars essential. 
On the other, upper-income owners were getting less utility from 
their cars because of gas restrictions and shortages of parts, while 
insurance and other overhead costs continued. 
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creased their incidence of ownership nearly 60%, while 
the highest fifth showed no change. 

Although automobile output in 1948 compared 
favorably with prewar peaks, it was not until 1949 
and especially 1950 that the boom took on gigantic 
proportions. Car sales jumped to 4.8 million in 1949 
and to 6.3 million last year. (Families accounted for 
4.5 million of the sales in 1949 and 5.2 million in 
1950.) Used-car turnover was up to 25% in 1949 
and 1950. And as the war-induced backlog of demand 
petered out more cars began to be scrapped. In 1949, 
sales to wreckers rose to more than 1 million for the 
first time in the postwar period, and in 1950 they 
climbed to above 2 million. 


NEW INTO USED CARS 


Families with incomes of over $5,000 bought 3 mil- 
lion 1950 and 1951 model cars and about half that 
many 1948 and 1949 cars during the years 1949 and 
1950.1 There were about 1.8 million more 1947 and 
earlier models sold by these families than were bought 
by them during the period. Families in the $3,000 to 
$5,000 brackets tended to buy more of the earlier 
postwar models and only their net holdings of 1939 
and earlier model cars decreased. The under-$3,000- 
bracket families bought more of the late prewar and 
early postwar cars and sold early prewar models. 
While the late prewar and postwar model cars were 


*T1These estimates were made on the assumption that the same 
families (actually spending units) were in each of the three income 
brackets in both*1949 and 1950. 
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merely shifted from owner to owner, a significant 
proportion of the pre-1940 cars were sold to wreckers. 

Despite the increase in scrappage of cars since the 
end of 1948, the percentage of families owning cars 
jumped sharply to record highs (from 56% to 65% 
by the end of 1950) and the trend toward a spreading ~ 
of car ownership continued. In the lowest bracket of 
urban families there was an increase of 40% in the 
number owning cars.1 Ownership among the highest 
fifth was up only 10%. The story in rural areas was 
much the same. 

The increase in cars for lower-income families is 
also reflected in the fact that about 50% of the 
used-car buyers since 1948 did not own a car_at the 
time of purchase. Nearly four_fifths of the new-car 
buyers were car owners. —__ “iy 
~So léss*than-2-million of the nearly 10 million new 
cars sold to families in 1949 and 1950 were bought 
by noncar-owning families—while half of nearly 15 
million used-car purchasers were nonowners. 


Thus the pattern of postwar car buying so far. 
And from now on, the biggest factor affecting 
new-car purchases should continue to be the number 
bought by the traditional new-car buyers. At the 
end of the war, few of the traditional new-car buyers 
owned vehicles under four years old. But now the 
vast majority of such new-car purchasers already have 
a postwar model. Some of these owners will now be 


1There has also been an increase of roughly 5% in the number of 
families in this bracket. So the proportion of families owning cars 
was up only a third. 
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in the market for their second and third cars. Most 
buyers, however, will be out to trade in their used 
cars for new ones. If the turnover or replacement 
demand of new-car owners continues at the postwar 
rate, new-car purchases from this source would come 
to about 3 million units annually over the next several 
years.! 

If the many new cars recently bought by former 
used-car buyers are also replaced by new cars, another 
several hundred thousand new-car sales may be ex- 
pected. In addition, a continued upswing in second 
and third cars for families already owning one might 
add another few hundred thousand units to potential 
new-car demand. Finally, if one fourth to one fifth of 
new-car sales (the postwar experience) go to noncar 
owners, upwards of a million more units would, all 
told, be added to demand. Thus aggregate demand 
for new cars suggested by these data come to 4 million 

1Including sales to business and government. 


to 5 million units annually over the next few years. 

An alternate and equivalent method of judging new- 
car demand is to add estimated yearly scrappage to the 
number of new owners of cars! in that year. The aver- 
age annual increase in the number of cars on the road 
since the end of the war has been 3 million. (The 4-mil- 
lion increase in 1950 was the postwar high.) But this 
rate of growth has been extraordinary when com- 
pared to prewar. The 41 million cars now registered 
represent an increase of nearly three fourths since the 
end of the war. About 697% of families now own cars 
compared to 44% at the beginning of 1946. That 
is an average increase of five percentage points a year. 

Since incomes were high and cars were available in 
recent years, it is likely that many, if not most, of the 
remaining 31% of families who do not now own cars 
will not be in the market for them in the immediate 
future.- Many of them cannot afford the expense of 


2Including new owners of second and third cars. 


Bumper to Bumper 


More than 70% of the increase from 1946 through 
1950 in the number of cars in use was in urban areas 
of the nation. Eight million more cars clogged the 
streets of cities both large and small in the latter 
year—an increase of 62%. About three fourths of 
these cars can be traced to families not owning cars 
to trade in and about one fourth to newly formed 
families. 


The pronounced shift in population from large 
city areas, where car ownership is relatively low (cur- 
rently less than 40% of families), to suburban 
areas (where it is over 50%), contributed somewhat 
to the rise in urban ownership percentagewise. But 
by far the most important factor in the increase has 
been the greater incidence of ownership in both urban 
and suburban areas. 


The recent sharp upswing in the number of cars in 
urban areas may not be a simple short-run postwar 
phenomenon. The number of city cars was apparently 
growing rapidly even before World War II. In the 
six years preceding the war, their number increased 
from 10 million to 14 million—well above the national 
average increase. 


Here To Stay 


This uptrend in both prewar and postwar periods 
seems to suggest continued growth of, say, 10% a 
year. One factor which may limit this very high 
rate is the already crowded street and highway sit- 
uation in and around most of the larger cities. Ample 
parking space and relatively open roads—factors 
which were taken for granted until recent years— 
are now rarities in most urban sections. Certainly 
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some car-purchase plans have been postponed or 
dropped completely because of these factors. 


Off the Beaten Track 


Cars in small villages and rural areas, other than 
farms, have not shown too pronounced a change in 
recent years. Their number has increased about 15% 
since the end of World War Ii. There are more cars 
on farms, however—over 50% more since the end of 
1945. Record farm incomes have doubtless contrib- 
uted heavily, since the number of farms has not 
changed much in recent years. This would also mean 
wider farm ownership, but part of the increase was 
probably owing to the purchase of the second, third, 
and fourth car by some farmers. About 5% of farm 
operators currently own more than one automobile. 


Business Stocks Up 


on the road used solely for business purposes are 
estimated at about 5.8 million* at the end of 1950— 
up over 50% since 1946. Nearly half of that rise 


- occurred in 1950, when business, as well as consum- 


ers, bought'up cars at a rapid rate. Some of these 
doubtless are used to provide purely personal trans- 
portation for noncorporate business owners or the 
major stockholders and officers of some smaller cor- 
porations. 


Government-owned vehicles, totaling about 150,- 
000, have not increased very much in recent years. 
TIncludes about 200,000 taxicabs. 
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car ownership. Thus there is reason to surmise that 
the increase in the percentage of car-owning families 
may dip below the postwar average of five points a 
year.t 

However, even if the percentage of present families 
owning cars does not increase there will doubtless 
continue to be an increase in the number of newly 
formed families who will buy cars.2 


TO THE GRAVEYARD 


As far as scrappage is concerned, now that the 
World War II backlog of demand for cars has about 
been worked off and car availability, except for the 
squeeze of the next few months, is greater, many worn- 
out cars will be scrapped and replaced with new 
models. It is also true that cars are each year being 
built for more and more mileage. (See chart.) 

Some, and perhaps most, of the falling off in the 
rate of scrappage before 1950 was owing to the short- 
age of automobile transportation relative to require- 
ments, especially during and just after the war. It is 
perhaps too early to judge the durability of postwar 
model cars, but the factor of their durability will not 
be important over the next few years—for it will be 
the prewar models that will contribute most to the 
scrappage toll. And the 2.3-million cars sent to auto- 
mobile graveyards in 1950 does not seem out of line 
with trends of previous years. 

The percentage decline in units of each model year 
on the road during 1950 was not very much different 
from what could be expected if prewar patterns (with 
allowance for increased durability of later models) 
prevailed. Scrapped cars in 1950 totaled 5.9% of all 
cars on the road. This compared with an immediate 
prewar rate of 7.4% in 1940 and 6.6% in 1941. 

Even if the current scrappage rate rose as high as 
7%, total replacement requirements would still re- 
main below 3 million. 

If 3 million cars are scrapped in each of the next 
several years and car ownership increases by one to 
two million units each year,’ the resulting demand for 
new cars—four million to five million annually—cor- 
responds to the demand figure established on the 
basis of new-car sales. 

Just because the results of two apparently indepen- 

1Continued growth in car-owning families would tend to dampen 
the demand for both new and used cars. If the supply of used cars 
(from trade-ins) outstrips the demand by nonowners, prices of used 
cars could fall to a point where many prospective new-car buyers 
might put off their purchase. The extra money, over and above 
trade-in concessions, required to meet the dealer price of a new car 
would be considerable even if the percentage changes in used-car 
prices were small. A trade-in of a 1949 model car may now mean 
$1,300 toward the payment of a new $2,000 car. If the price of the 
old car drops to $1,100 (15%) the trade-in cost would increase 
$200 or nearly 30%. : 

2Although the rate of family formation is apparently on the decline. 
See “More Families, More Homes,” in The Business Record, August, 
1951. 


That is equivalent to a less than two point rise in the percent of 
families owning cars. 
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dent procedures are the same it does not mean that 
the projection of 4 million to 5 million new-car sales 
annually, is, therefore, doubly trustworthy. Both 
methods assume—at least implicitly—that family and 
business incomes will remain close to, or above, pres- 
ent levels.2 And they also assume that automobile 
assemblers will be allowed to produce as many auto- 
mobiles as consumers may want to buy. 

Should incomes fall, the new-car buyers may put 
off buying newer models for a year or two longer than 
customary, and many of them may switch to buying 
used cars instead. In this way, new-car sales could 
be pared significantly.’ First-time buyers, too, might 
be less numerous. 

On the other hand, a sharp increase in incomes, 
matched by available capacity to build automobiles, 
could speed up the usual replacement and first-time 
demand for new cars. 

ALAN GREENSPAN 
Division of Business Economics 

14 somewhat independent approach estimates new-car demand at 
about 5 million units currently. (See Survey of Current Business, June, 
1951, p. 6.) Earlier this year a survey of consumer intentions by the 


Federal Reserve suggested a demand for new cars of perhaps 3 million 
or less. (Actual purchases, of course, are running much higher.) 

2An analysis of prewar automobile sales patterns, by the Depart- 
ment of Commerce, indicated that a rise of 1% in real disposable 
income was associated with an increase of 214% in sales. (See Survey 
of Current Business, June, 1950.) 

°This would mean that either or both the yearly increase in the 
number of cars on the road and scrappage would have to decline. 
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r | THE FLOW of population into the outskirts of 
metropolitan cities has changed from a trickle 
to a torrent—and there are no signs of abate- 

ment. This exodus is affecting the whole economic 

structure of metropolitan areas—marketing, trans- 
portation, municipal financing, etc. 

The need for facilities and supplies mounts in the 
growing suburbs while problems of another kind arise 
in old-established areas closer to “downtown.” The 
size of the movement determines the significance 
of the trend. Figures now available from the 1950 
Census of Population substantiate its “flood” char- 
acter. 

The growth of suburban communities surrounding 
central cities has been characteristic of population de- 
velopments since World War I. Technological im- 
provements under way for some years blossomed dur- 
ing the Twenties and led to new patterns of living, 
manufacturing and doing business. For example, in- 
creased mobility of persons and goods as a result of 
increased transportation facilities, made it possible 
to extend residential, manufacturing and trade activi- 
ties beyond the limits of the central city. The more 
efficient (7.e., less time-consuming and costly) a city’s 
transportation scheme, the farther the city can spread. 
New forms of communications were also an impetus 
for people—and businesses—to move “to the country,” 
often away from congestion, noise and confusion. 


ECONOMIC CONSEQUENCE 


For the last four decades, the part of the metropoli- 
tan area lying outside the central city has grown at 
an increasingly faster rate than has the central city 
itself. (The rates are based on the thirty-two metro- 
politan areas with the largest total population in 
1950.) From 1900 to 1910 there was almost an equal 
rate of growth in central cities and in their suburban 
territories—with central cities gaining slightly more. 
But in the World War I decade, the relationship was 
reversed, and the new neighborhoods increased a 
little faster than the older cities. During the Twen- 
ties, suburban population increased nearly twice as 
fast as in main centers. Over the next ten years 
(1930-1940) the ratio approached three to one in 
favor of surrounding areas.1 The migration process 
continued right through the WW II years and after. 
Suburban communities grew nearly three and one-half 
times as fast as their central cities during the decade 
1940-1950. The magnitude of the suburban move- 
ment in this decade is also indicated by the fact 
that nearly two thirds of the population increase 
in the entire thirty-two areas studied took place in 
the outlying parts. 

The changing composition of urban development 
brings with it a new market structure. Growing popu- 


1The ratio of suburbanization used in this article is defined in 
footnote 1 to table “Ratio of Suburbanization.” 
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lation in the areas surrounding cities means growing 
demand for goods and services in those areas. De- 
centralization of shopping facilities is a corollary to 
the central city-suburb shift. Small independent 
stores readily spring up to serve the local trade, and 
in recent years more and more chain outfits and large 
downtown retailers have also opened branch stores 
in the outlying sections. This trend will undoubt- 
edly continue to assume greater importance, should 
the trek to the suburbs continue—and that seems 
likely. Manufacturers seeking complete coverage of 
distribution outlets may well have to revise their 
sales methods. 

Manufacturers also are finding a different and 
sometimes larger market. The effect of the suburban 
movement on the demand for automobiles, for ex- 
ample, is discussed in the article on page 372 of this 
issue. The different type of clothing needed by the 
suburbanite compared with the “city slicker” is an- 
other change in demand arising from this type of 
population shift. At the same time, additional mar- 
kets are being created for gardening supplies, portable 
outdoor barbecue and similar items uncommon to the 
city dweller. 


SOME OF THE PROBLEMS 


The suburban movement has produced a host of 
problems in municipal financing and in public respon- 
sibilities. Suburbs are charged with the task of pro- 
viding schools for a booming population. Since 
families moving to outlying areas tend to be young 
and still in the process of family formation, current 
school facilities—and even present plans for expan- 
sion—may well prove inadequate a few years hence. 
The same is true for other types of public services— 
hospitals, police protection, garbage disposal, churches, 
libraries, etc. Concurrently, tax rates are relatively 
low and assessments uneven. Raising the money to 
expand area facilities is often a grave problem. 

The central city, on the other hand, provides serv- 
ices to suburbanites for which they pay little or 
nothing. In addition, some central cities (e.g., Provi- 
dence during the last decade) actually decline in 
population—leaving fewer taxpayers, since the city 
can tax in most cases only persons living within its 
limits—while the surrounding area continues to grow 
and increase its demands upon the city. 

The rush to the environs in the last decade was 
typical of virtually all the large standard metropoli- 
tan areas (those with 500,000 or more people). Gains 
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in suburban population of over 25% occurred in 
twenty-four, or three fourths, of the thirty-two areas 
studied. If this arbitrary division is reduced to those 
with an increase of 20% or more, then twenty-eight 
areas (seven eighths) fall in the category of having 
rapidly expanding suburban communities." 

The increase over the ten years ranged as high as 


1A metropolitan area is, generally speaking, a leading urban center 
together with all adjoining territory closely linked with the central 
city. In the 1950 Census each standard metropolitan area con- 
tained at least one city of 50,000 or more population, and each city 
of this size is included in one standard metropolitan area. In general, 
each standard metropolitan area comprises the county containing 
the city and any other contiguous county deemed to be closely in- 
tegrated economically with the central city. 


150% for the suburbs surrounding San Diego. Areas 
around Washington, D. C., and San Francisco-Oak- 
land more than doubled. New Orleans and Seattle’s 
suburbs approached doubling, with increases of 97% 
and 93%, respectively. In three major areas—Minne- 
apolis-St. Paul, Denver and Dallas—the number in 
the outskirts of each city jumped about 75%. In- 
creases of 50% to 60% in outlying sections occurred 
in eight cities, including Los Angeles and Detroit. 

In New York-Northeastern New Jersey, the largest 
metropolitan area, the gain was 23%; while not so 
large a percent as in some of the other areas, it repre- 
sents an increase of about 800,000 inhabitants. The 


Population Trends Inside and Outside Central Cities of Standard Metropolitan Areas 
Index Numbers: 1920=100 


Inside Central City 


Standard Metropolitan Areal 


Note: The population inside a central city in each decade was taken from the 
Census count. It reflects any change in city limits made during the decade. The 
outside-of-city population is the difference between (1) the number in the standard 
metropolitan area, defined on a county basis, as of April, 1950 and (2) the central 
city population. Therefore, any change in the boundaries of the counties affects 
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decuee 1950 | 1940 | 1930 | 1920 | 1910 
7000's 

New York-Northern 
New Jersey......... 8,626 | 136.2 | 129.3 | 121.4 | 100.0 85.0 
New York City....... 7,888 | 140.4 | 182.7 | 123.3 | 100.0 84.8 
(Networked weresea satis 439 | 106.0 | 103.7 | 106.7 | 100.0 | 83.8 
SENSEY CUY...cc6. +s 298 | 100.0 | 101.0 | 106.2 | 100.0 89.8 
Chicagoan aceras sense 3,621 | 134.0 | 125.7 | 125.0 | 100.0 80.9 
Los Angeles........... 1,970 | 341.7 | 260.9 | 214.7 | 100.0 55.4 
Philadelphia........... 2,065 | 113.2 | 105.9 | 107.0 | 100.0 84.9 
Wetroiter scan ccnetees 1,850 | 186.2 | 163.4 | 157.9 | 100.0 46.9 
BOstonwese caateel cos <: 801 | 107.0 | 103.0 | 104.4 | 100.0 89.6 
San Francisco-Oakland.| 1,160 | 160.5 | 129.6 | 127.0 | 100.0 | 78.4 
San Francisco city....| 775 | 153.0 | 125.2 | 125.2 | 100.0 | 82.3 
Oakland city......... SOOn|E Ll nO NOLO. 7 ol eloLa tale LOO LO 69.4 
Pittsburghincceact seen 677 | 115.0 | 114.2 | 113.8 | 100.0 90.7 
St. Louis, Mo......... 853 | 110.3 | 105.6 | 106.3 | 100.0 88.9 
Washington, D.C..... 802 | 183.3 | 151.5 | 111.3 | 100.0 75.7 
Cleveland............. 914 | 114.7 | 110.2 | 113.0 | 100.0 70.4 
Baltimore snc cerias so 948 | 129.2 | 117.1 | 109.7 | 100.0 76.1 
Minneapolis-St. Paul...| 831 | 185.0 | 126.8 | 119.6 | 100.0 | 83.9 
Minneapolis city..... 520 | 186.7 | 129.4 | 122.0 | 100.0 | 79.2 
IAN soadue 0 811 | 182.8 | 122.6 | 115.7 | 100.0 91.6 
Be D itialocmacse cee s - 580 | 114.5 | 113.6 | 113.1 | 100.0 83.6 
Cinemmatie eee os 504 | 125.7 | 113.5 | 112.4 | 100.0 90.6 
Milwaukee............ 635 | 138.9 | 128.5 | 126.5 | 100.0 81.8 
Kansas City, Mo...... 456 | 140.7 | 123.0 | 123.2 | 100.0 76.6 
Houston. .ccoceesc..: 594 | 429.8 | 278.1 | 211.4 | 100.0 57.0 
IPYOVIGENCE sat cece es 249 | 104.6 | 106.7 | 106.5 | 100.0 94.4 
Deattlen. ice renc 468 | 148.4 | 116.8 | 115.9 | 100.0 75.2 
Portland, Ore......... 374 | 144.7 | 118.2 | 116.9 | 100.0 80.2 
New Orleans.......... 572 | 147.8 | 127.7 | 118.5 | 100.0 87.6 
Atlantaga steer oe 329 | 164.0 | 150.7 | 134.8 | 100.0 77.2 
Dallas Sehismitsiaced Pais ete 435 | 273.3 | 185.4 | 163.8 | 100.0 57.9 
Louisville............. 369 | 157.1 | 135.8 | 131.0 | 100.0 95.3 
Denver SMeieial SreeectaL ise olls 415 | 162.0 | 125.7 | 112.2 | 100.0 83.2 
Birmingham........... 299 | 167.1 | 149.6 | 145.2 | 100.0 74.2 
Indianapolis SeietiterAsnitohe 428 | 136.1 | 123.2 | 115.9 | 100.0 74.4 
Sanmiegorn nwo oer 322 | 432.3 | 273.5 | 199.0 | 100.0 53.2 
Youngstown........... 168 | 126.7 | 126.7 | 128.4 | 100.0 59.7 

Albany-Schenectady- 
rover ress near. 298 | 108.8 | 105.2 | 108.0 | 100.0 91.2 
Albany city.......... 134 | 118.6 | 115.2 | 112.4 | 100.0 | 88.5 
Schenectady city...... 92 | 103.8 | 98.7 | 107.9 | 100.0 | 82.1 
Troy city.... aehecepereas 72 GORD NOT 30 LOD te LOO ROME LOO ne 
Columbus, Ohio........ 375 | 158.1 | 129.1 | 122.6 | 100.0 76.6 
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mitation does not obscure the trend and movement toward 
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four cities in which the suburban population in- 
creased less than 20% were Youngstown (which in- 
creased 17%), Providence (15%), Boston (11%), 
and Pittsburgh (9%). 

With few exceptions, the 1940-1950 growth in the 
peripheral areas has been at least twice as fast as 
in the central cities themselves. In the Buffalo metro- 
politan area the ratio of suburbanization was the 
highest, as the population within city limits increased 
less than one half of one per cent over the decade, 
while the number outside the central core increased 
33%. In Pittsburgh, where the population of the 
central city also increased negligibly (0.3%), the 
ratio was second highest. Third in rank, Cleveland’s 
suburbanites increased thirteen times as fast as its 
city inhabitants. (See table.) 

Although the cities of Baltimore and Indianapolis 
increased about 10% in the decade, their respective 
outlying areas grew seven times as fast. The ratio 
was seven to one in favor of the suburbs in St. Louis, 
too. San Diego is an example of an area where a 
rapid population gain in the city was accompanied 
by an even more rapid gain in the surrounding area. 
The central city increased nearly 60% since 1940, 
but its periphery grew 150%—two and a half times 
as fast. 

In the two most populous metropolitan areas— 
New York-Northeastern New Jersey and Chicago— 
the surrounding communities gained people nearly 
five times as fast as the central cities. The outskirts 
of Los Angeles (the third largest area populationwise) 
grew two and a fourth times more quickly than Los 
Angeles proper. In Philadelphia and Detroit, for 
every 1% increase in the central city population, the 
suburbs gained nearly 4% (see chart). 

In contrast, the peripheral areas of Providence and 
Youngstown increased at the expense of the city. 
For although there were 15% more suburbanites in 
the Providence metropolitan area, the city of Provi- 
dence had fewer inhabitants in 1950 than in 1940 (its 
population declined 2.3%). In Youngstown, the num- 
ber in the city remained unchanged but the outlying 
area increased 17%. 

Houston appears not to have reached a stage of de- 
velopment in which the growth of suburban communi- 
ties is as marked as in the other thirty-one metropoli- 
tan areas investigated. The city itself increased faster 
than its environs. 


TREND SINCE WORLD WAR | 


The statistics for the thirty-two areas combined 
shows that the suburban areas have grown faster 
than cities in each of the last three decades. But 
an analysis of individual area trends indicates that 
in many cases the suburban movement was greater in 
the Thirties than in the Forties. 

Because of statistical difficulties, the population 
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Ratio of Suburbanization, 1940-1950 
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The percentage change in suburban population to the percentage change in the cen- 
tral city’s population. The ratios for Buffalo and Pittsburgh (109 and 29, res: 
tively) far exceed the ratio of the other areas and do not lend themselves to chart 

resentation. Denver, where the city population increased faster than the subur- 
baa area, also is not shown. 


Source: Based upon Bureau of the Census data 
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change in these two decades is available for only 
twenty-four metropolitan areas.' In eleven of them, 
the ratio of suburbanization was greater in the Forties 
than in the previous ten years. (For example, in New 
York-Northeastern New Jersey for every 1% gain 
in the city’s population its suburban population in- 
creased nearly 5%. In comparison, during the Thirties 
a 1% gain in the city was accompanied by only 
144% in the environs. Therefore, suburbanization 
was over three times as fast from 1940 to 1950 
as in the preceding decade.) But in thirteen areas, 
the suburban gain was greater in the Thirties (see 
table) . 

However, the movement is clear when the latest 
period is compared with the Twenties. Four of every 
five areas (thirty in all) show a faster rate of subur- 
ban growth in the last ten years. 

The growing importance of the suburbs has already 
affected many businesses and created many problems 


1A ratio of suburbanization could not be computed if there was 
no change in either the city’s or the suburb’s population over the 
decade, or if the population of either declined. 


Ratio of Suburbanization! 


1940-1950 | 1930-1940 | 1920-1930 | 1900-1920 


Standard Metropolitan Areas 
New York-Northeastern New 


JETSE Vet centers naeers aie 4.81 1.48 2.19 Des 
Chicheomare. mm creisorisiers = 5 4.97 16.50 2.34 1.83 
oswAN geles. nite eis soos es 2.28 1.38 1.38 .82 
Bhiladelphia wen sor terri ¢ 3.74 a 4.74 1.19 
IDEtrOltee nek iei nese oe so 5s 3.83 6.80 1.64 49 
HB ogtomamertcts tie oi oe tet eae 4.27 a 5.48 1.46 
San Francisco-Oakland...... 4.78 | 11.20 1.84 1.51 
Rittsburgue sce ee > see acs. 28.67 10.50 b.12 2.82 
Spelouis; Mosetes cise cacs's oc 7.38 a 7.38 1.82 
Washington, D.C.......... 5.73 1.79 3.36 61 
Cleveland Aacsejce. sores teu 13.19 a ots ik 
Baltimore dace cveeieas mses 7.41 3.69 5.36 a 
Minneapolis-St. Paul........ 12.42 5.38 1.84 51 
EB italoseye tet poetics ccion 109.33 32.50 2.85 1.32 
(GiieiiliG halo ose ooo eeor 2.08 8.60 2.74 10 
Milwaukee tyuccecstspee ss eis =. 3.75 13.81 2.97 1.40 
Kansas City, Mo........... lee a 1.30 45 
[Loustoma. ca acre mites nineties .80 3.66 34 73 
IProvid emcee: crime aacien ols sere a 20.00 3.40 on 
Seattlemeergm sre cctsterecintatcnoriere 3.61 49 .50 2.04 . 52 
Portland, Orew aan ane en: 3.19 25.36 2.00 48 
New Orleans............... 6.61 3.08 4.08 .87 
PAthlamibanenceiarene cpenerstecateie cers 6.84 3.42 1.28 387 
IDE. ishaet ose Soomodh deo 1.52 4.49 Al lll 
omisvalletariccisncrccinees 3.74 4.65 04 1.65 
UPTV GE Nancrsy ce cia cloner sen siatecsseets 2.59 2.66 4.25 54 
IDTNIANscondhaocb oo aoa 2.83 4.00 .68 08 
imaiamap Olsen ay-meicier setae 7.03 4.21 4.57 24 
fof Dee cg moron old an node 2.57 1.05 .63 37 
SY OUT SSbOWide tar cia\-7216 sete oes b a .86 41 
Albany-Schenectady-Troy . . . 6.18 a 2.45 a 
Columbus, Ohio............ 2.40 3.25 2.22 .23 


1The ratio of suburbanization used in this article is the relationship of (1) the 
percent change in the suburban area population to (2) the percent change in the 
central city’s population. 

aNot computed because of a percentage decline in population during the decade 
either inside central city or outside central city. 

bNot computed because of no change over decade in central city’s population. 


Source: THe CONFERENCE Boarp, based on Bureau of the Census 
data. 


for governing bodies. Whether it becomes a greater 
consideration in the years ahead will depend on its 
place in urban development. That, in turn, will be 
determined by how fast the population increases, the 
rate of family formation, housing facilities within 
and outside central cities, the amount of money 
people have to realize their dream of moving to the 
country, tax rates in the city vs. the outlying areas, 
and many other factors. But at the present time there 
is no evidence that the trek will cease. 
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General 


Charles E. Wilson, director of defense mobilization (in 
an address to the Junior Bar Association, September 16) — 
“In our three-year program of defense mobilization, we are 
planning on spending some $50 billion a year. . . . Even so, 
at the height of the defense program, the cost will consume 
only about 20% of the country’s entire production of goods 
and services. . . . In the coming morths, the emphasis is on 
greater and greater production to meet the goals that have 
been set—18 full divisions for the Army, 1,100 vessels for 
the Navy and 95 Air Force groups, and it is possible the 
latter figure will be augmented. In addition, we must estab- 
lish stand-by facilities and production lines that could be 
used in case of emergency. If, at the same time, our citizens 
exercise some restraint and self-discipline, we will finish the 
year 1953 with a magnificent structure of defense and a 
sound and stabilized economy.” 


H. E. Luedicke, executive editor, Journal of Commerce 
(in an address at the University of Wisconsin, August 30) 
—“The peak of the defense buildup will be reached in fiscal 
1953—either late in that calendar year 1953, or more likely 
in the first half of 1954. . . . It is unlikely that the current 
decline will pierce the 200 mark in the Federal Reserve 
Board index. But any upturn probably will proceed rather 
slowly for a while. For the rest of the year, the anticipated 
increase in defense expenditures probably will not much more 
than offset the decline in civilian output—due partly to 
NPA restrictions and partly to the desire to bring inven- 
tories down to more manageable levels. If you want a guess, 
the Federal Reserve Board index of industrial production is 
not likely to cross the 225 mark this year. . . . As we go 
into 1952 . . actual defense expenditures will run at a 
monthly rate of nearly $4 billion and later in the year will 
rise even higher. . . . While the defense effort over-all will 
tie up only 20% of the economy at the peak, defense 
uses of some specific commodities will exceed 50% of the 
available supply. . . . In addition, civilian production will 
have to be curtailed because of labor shortages, once man- 
power needs for defense reach a peak. This will mean sub- 
stantial cutbacks in durable consumer goods production 
throughout the best part of 1952 at least, probably until 
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well into 1953. Industrial production in 1952 may reach the 
240 level in the Federal Reserve Board index and may top 
out as high as 250-260 in 1953.” 


Gordon W. McKinley, senior research economist, Pruden- 
tial Insurance Company of America (in an address before 
the Executives Seminar of the National Savings and Loan 
League, August 8) —“By mid-1952, physical output of goods 
and services should be as much as 7% above the present 
level . . . dollar value of goods and services produced about 
9% above the present level. Prices of most raw ma- 
terials and semimanufactured goods will turn upward 
this fall . . . consumer prices will follow by the end of the 
year. The over-all price rise will not be great, but the 
consumer bargains of this summer will disappear. Total 
personal income will rise from $253 billion in mid-1951 to 
about $267 billion in mid-1952 . . . but heavy taxes and 
continued consumer caution will permit only a small in- 
crease in consumer spending, from $204 billion in mid-1951 
to about $209 billion in mid-1952. Personal saving will rise 
to an annual rate of about $23 billion by mid-1952. Ex- 
penditure on private residential construction may well fall 
to $650 million a month (seasonally adjusted) by the end 
of 1951. 

By mid-1952, the Federal Reserve Board index of in- 
dustrial production should be in the neighborhood of 235 

. . and gross national product should have climbed to an 
annual rate of about $365 billion. 


Electric Power 


Electrical World (September 10)—“A sharp cutback in 
the industry expansion plans is taking place. Maladjust- 
ments in production of equipment such as transmission 
poleline hardware and boiler tubes, along with material 
shortages, have cut 1951 capacity additions by about one 
million kw. Fourth-quarter and later shortages in structural 
steel will be a primary cause of a two to three million kw. 
loss in the 1952 utility expansion program. 

“In spite of these facts, capital expenditures will be on 
the increase in 1952 since the power station program will 
still be at a rate of some 25% above 1952. Transmission lines 
carried over from 1951 in addition to new projects will pro- 
vide accelerated activity. A slight tapering in distribution 
expansions will result from lower rate of home building and 
fewer appliance sales. Construction costs are up about 
10%. Total public and private additions of electrical power 
facilities will reach a new high of around $3.4 billion com- 
pared with an estimated $3.2.billion in 1951 and $3.0 billion 
in 1950. 

“Wages and fuel costs will continue upward, thereby 
putting severe pressure on earnings of electric utilities. 
Rate increases may be required nationwide in the next 
eighteen months to keep earnings attractive.” 


Food and Tobacco 


Bureau of Agricultural Economics (Tobacco Situation, 
released September 3) —‘Supplies of the cigarette types of 
tobacco—flue-cured, Burley, and Maryland—for 1951-1952 
will exceed those for 1950-1951 and are expected to be ample 
to meet the large requirements for domestic use and 
export.” 

Bureau of Agricultural Economics (The Wheat Situation, 


OGTOBER a9 511 


383 


released September 7) —‘‘With prices to be supported at a 
minimum of $2.17 per bushel, farmers are likely to produce 
enough wheat in 1952 to meet domestic and export require- 
ments in 1952-1953 and provide for an increase in the 
carry-over at the end of the marketing year. . . . In the 
current 1951-1952 marketing year, less wheat is being pro- 
duced than is likely to be used in this country and exported. 
Consequently, the carry-over on July 1, 1952, probably will 
be about 75 million bushels below the mid-1951 figure of 
395 million. Prices for the 1951-1952 crop are expected to 
average a little above the effective loan level—the support 
price of $2.18 per bushel minus a storage deduction. Cur- 
rently, cash wheat prices are slightly below the effective sup- 
port.” 

Considerable downward pressure on prices is to be 
expected as movement of the large spring wheat crop de- 
velops, although this may be largely offset by the crop 
loss in the hard winter wheat area, an expected increase in 
quantities purchased for export, and a substantial movement 
into storage where wheat would be eligible for price support. 
If yields for next year’s wheat crop are average, the 78.9- 
million goal acreage would result in a crop of 1,165 million 
bushels, 167 million above this year’s estimated production. 
However, it is likely that the goal acreage will be exceeded. 
Recent reports from local PMA committees indicate about 
80 million acres will be planted, about 142% more than the 
goal. Production on such an acreage would exceed the goal 
by 15 or 20 million bushels.” 


Steel 


Steel (September 17)—“Crucial point in steel will occur 
in the first quarter of 1952. Steel requirements then will 
be approximately one million tons greater than in the fourth 
quarter of 1951. No shutdown for repairs of equipment or 
relining of furnaces will be permitted except in emergency 
situations. After the first quarter, what? Additional new 
capacity will be coming into operation all through 1952, 
and consumer ordering under CMP should by then have 
become more orderly. So, barring an all-out .war, there 
should be a better balance between demand and supply, 
some steel company executives are saying. One of them, 
W. W. Sebald, president of Arco Steel Corporation, Middle- 
town, Ohio, predicted in a talk in Paris that the steel short- 
age will end by mid-1952, barring war with Russia.” 


Petroleum 


C. E. Davis, director, refining division, Petroleum Ad- 
ministration for Defense (in an address to the National 
Petroleum Association, September 12) —“The industry plans 
to build new refining capacity during the next two years at 
a rate in excess of 500,000 barrels a year, and could increase 
crude intake by an additional 350,000 barrels a year by the 
removal of bottlenecks in existing facilities. This unprece- 
dented rate of expansion [compares] with the average of 
300,000 barrels per day over the past five years.” 


Automobiles 


Iron Age (August 30)—‘“‘Auto output for at least the 
rest of this year is likely to be dictated less by NPA pro- 
duction restraints than by availability of cold-finished bars. 
The latter are the subject of what is fast becoming the 
hottest steel search in the postwar period.” 


THE FAST-AMORTIZATION PROGRAM .... 


Value of Projects Approved Number of Projects Approved Average Size of Approval ¢ 
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Total value of projects approved is close to $10 billion; more than 3,500 applications have been 
okayed. The average size of an approval has shrunk sharply since the program started. 
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Geographically, the Northeast has the biggest share. 
Texas, Ohio, Michigan and California. The breakdown excludes approv 
age and public utilities, as well as all proposed installations outside cont 
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Leading states, in order, are Pennsylvania, 
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ONE INDICATOR OF CAPITAL SPENDING 
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Over 60% of the total value of projects 
approved represents expansion of basic 
materials capacity; more than 25% has 
gone for iron and steel producing and 
fabricating facilities. In the early months 
of the program, almost 80% went for 
basic materials; more recently, this group 
has taken about 45% of the total, and 
finished products (including defense end- 
products) about 30%. 


On average, 68% of the value of 
projects approved is eligible for fast amor- 
tization. For public utilities, the average 
eligibility is about 46%; for transporta- 
tion and storage facilities, about 72%. 

Issuance of certificates of approval was 
suspended on August 18. Since that date 
only urgent projects directly related to 
the defense effort have been approved. 


Sources: Defense Production Administration; 
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Survey of Business Practices 


INDUSTRY SLOW ON CIVIL DEFENSE 


a civil-defense program. Those that have 
programs generally confine their efforts to 
strengthening their regular plant-guard, first-aid, 
and fire-fighting organizations, and to the protection 
of important documents and records.1 Few have given 
serious attention to the protection of personnel or the 
control of damage in the event of enemy attack. Even 
fewer have taken steps to prevent the simultaneous 
loss of their management core in a major disaster and 
to assure that funds and leadership will be available 
for the rapid resumption of company business. 
Earlier studies by Tat ConFrErRENcE Boar revealed 
industry’s reluctance to undertake defense measures, 
and this month’s Survey of Business Practices un- 
covers some of the reasons. As the culmination of 
work it has been doing on industrial protection, the 
Board this month asked a panel of industrial com- 
panies what they were doing to prevent or offset the 
loss of their key men in a major disaster, to assure 
themselves of a legally constituted board of directors, 
to guarantee access to funds for meeting emergency 
payrolls and other company obligations, and to es- 
tablish emergency headquarters for reconstruction. 
“Nothing,” was the answer of the overwhelming 
majority. The reasons are manifold: 


M:: AMERICAN industrial companies lack 


e War is unlikely; 


e Plants and offices are isolated or far from target 
areas; 


e Dispersion of plants and offices spreads the risk; 
e Defense measures are too costly; 

e It is hopeless to plan; 

e Normal practices provide enough protection. 


War Unlikely, Or Little Danger If It Comes 


The following are typical comments from those who 
regard war as unlikely: 


“Frankly, I haven’t been able to get too steamed up 
about this situation. I don’t believe that our only pos- 
sible enemy is anxious to start a war. Beyond that, I 
have very grave doubts that they have any such stock 
pile of atomic bombs or any such adequate air force as to 
make it possible for them to scatter such bombs indis- 
criminately.” 

“Tt can happen here, but, despite governmental scare 
propaganda, I fail to visualize an atomic explosion in 


1For an account of what American and European companies are 
doing to protect their records, see Studies in Business Policy, No. 52, 
“Protecting Records in Wartime.” 
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every industrial city of the country in the near future. 

To deliver A-bombs in such quantities (granted that an 

enemy had enough of them) would be much too costly. 

Nor am I convinced that the outbreak of global war is 

either immediate or inevitable. Our Communist adver- 

saries have so much more to gain through maintaining 
the current, ‘cold’ situation, and so much more to lose by 
inviting world conflict, that it. would seem foolhardy for 
them to precipitate all-out hostilities. Perhaps we have 
been dulled by the constant ‘emergency’ shoutings from 

Washington. The present administration thrives on such. 

But I think we are trying to be factual and unhysterical. 

It is possible that we are wrong, and you may be sure 

that we are alert to that possibility.” 

A substantial number of companies participating in 
the survey believe that even if war should come, their 
plants and offices are not likely to be hit except by 
a stray or accidental bomb. They feel they are safe 
because they are located far inland, in small towns, 
or away from key target areas: 

“Since our plant is located inland, several hundred 
miles from the coast, and since very few large industries 
are doing business in this area, we have not taken any 
extraordinary precautions.” 

“We are located in a small midwestern city, and it is 
just beyond the stretch of our imagination that anything 
of this kind is likely to happen to us. We are making no 
plans whatsoever.” 


Dispersion Provides Protection 


Many of the companies that are not taking special 
precautions have widely dispersed activities and be- 
lieve their “risk is spread.” These companies feel 
that although the loss of one or more of their operat- 
ing units and the key personnel attached to them 
would be a serious blow, it would not disrupt all com- 
pany activity or threaten corporate survival. 

Typically, a chemical company writes that it has 
not taken special action “since one or more of our 
top men are away from our head office a considerable 
portion of the time and the next echelon of manage- 
ment is located at widely separated parts of the 
country managing our operating divisions. We fur- 
ther believe that the geographic dispersion of our 
corporate funds in over fifty bank accounts is suffi- 
cient to insure us against disaster, together with the 
fact that the normal daily turnover of cash is quite 
substantial.” 


Fatalistic 
Some companies have not made any defense prepa- 
rations because they feel such action may just be a 
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waste of time. Others despair of trying to plan for 
the unpredictable hazards of war. For example, the 
secretary of a textile company writes: “If such a 
disaster as an A-bomb should fall upon this plant, it 
wouldn’t make much difference whether we had one 
management understudy or ten, and I doubt if we 
would need a payroll. Our fixed expenses would be 
discontinued at once, just the same as our variable 
expenses.” 

Similarly, the president of another textile company 
states: “If an atomic bomb should burst on our plant, 
I am pretty sure that the whole plant would be wiped 
out, and there would be no necessity for any further 
efforts to continue the business.” 

And the president of an air-conditioning concern re- 
ports: “We have not been able to devise, nor have we 
seen recommended, a practical formula for a concern 
of our size and location. We suppose that if worse 
comes to worse, the survivors will have to pick up 
the pieces.” 

Some companies acknowledge that a risk exists 
but feel that “any plans to cover the situations which 
would arise in case of war or disaster would be ex- 
tremely expensive. This factor alone would naturally 
deter many small companies from instituting a pro- 
gram to cover such situations.” 

One metal manufacturing company writes: “The 
- machines used in our manufacturing cost from $15,000 
to $65,000, and it would cost three quarters of a 
million dollars to establish a branch manufacturing 
unit which could make only a minor part of our prod- 
ucts. We do not have that kind of money.” 

The president of an electrical machinery company 
concludes: “Perhaps the simplest thing to do would 
be to cover such disruptions with insurance as far as 
possible, and let the replacement program wait until 
the disaster occurs.” 

And, finally, a substantial number of companies feel 
that their normal practices offer sufficient protection. 
These are mostly companies with decentralized or dis- 
persed activities, funds banked in several cities, di- 
rectors scattered about the country, and a_ well- 
developed plan of executive development. 


DISASTER PLANS 


A few companies, mostly ones located in target 
areas, have taken steps to meet the situations that 
might arise from a wartime disaster, such as an 
atomic attack. 

Several companies have a plan of succession for 
management personnel to be used in the event of the 
sudden loss of one or more key men. One company, 
whose list of successors has been approved by the 
board of directors, notes that “the ultimate alternate 
for each position is drawn from a nonvulnerable loca- 
tion of the company” in case of a total loss of key 
personnel through a disaster at the main office. 


OCTOBER, 1951 


387 


Another firm reports that, although its location is 
not a “logical target and would not intentionally be 
attacked, a line of succession has been established to 
carry on management. Succession could be made ef- 
fective immediately, provided a majority of the board 
of directors survived.” 


Board of Directors 


Some companies, whose by-laws do not now permit 
their directors to fill board vacancies occasioned by 
emergencies, have recently made such provisions. 

Since a quorum of the board is usually necessary to 
transact business, and a majority is needed to pass 
on certain matters, a disaster costing the lives of many 
members of the board of directors could leave a com- 
pany without a legal board until a stockholder meet- 
ing could be called to fill vacancies. Such a delay 
could seriously impair reconstruction of the business. 
To overcome this hazard, one petroleum company 
reports it has amended its by-laws so that, if less 
than eight of its fourteen-man board survive an 
enemy attack, a majority of the remainder would 
constitute a quorum for the purpose of filling vacan- 
cies in the board of directors and among the elective 
officers. Ordinarily, five directors of the fourteen are 
needed for a quorum. 

Other companies have either formed or are contem- 
plating the formation of committees to assume the 
duties of the board of directors in the event of a 
disaster. 

The finance committee of an air-conditioning com- 
pany is already empowered to act in the event that 
the board is unable to, and the executive committee 
of an electrical supplies company has been similarly 
authorized. A chemical company is contemplating an 
emergency committee of the board of directors: “The 
membership of such committee will probably be 
chosen from board members whose residences or ac- 
tivities call for their being away from our metropolitan 
area a considerable part of their time.” 

A junior board of directors is currently in existence 
in a foundry, and this group, though not legally able 
to act for the board, will be drawn upon in the event 
of an emergency. 


In view of the problems which might arise from the 
loss of a legally constituted board, the treasurer of an 
industrial machinery company states: “There is need 
for vesting necessary emergency legal powers with 
the individual plants of our company, so that co- 
operative actions would not be hampered by the loss 
of all or a great portion of the top executive group. 
Plans are now being formulated to cover this contin- 
gency.” 


Funds 


Only a few companies are taking special steps to 
safeguard their funds and securities. Most have 
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widely dispersed deposits and feel this provides ample 
protection. 

A mining concern reports that “all of the com- 
pany’s government bonds have been converted to reg- 
istered form and are held in bombproof vaults. Re- 
ceipts issued by the banks to cover custody of the 
bonds have been microfilmed and filed in a safe- 
deposit box. Two microfilmed sets of our records are 
maintained outside the city. No elaborate steps have 
been taken to safeguard cash, since the banks are de- 
veloping programs on their own for duplicating cus- 
tomers’ accounts and, in the event of disaster, our 
cash balances could be reconstructed. However, if 
our city is bombed, there would probably be some 
delay before our bonds could be liquidated or the 
cash balances utilized. We are, therefore, planning to 
secure from our southern banking connections addi- 
tional funds to carry on activities pending verifica- 
tion of our main balances.” 

A heating and plumbing company is “controlling 
deposits to avoid undue concentrations in vulnerable 
spots and to guarantee adequate balances in locations 
where an emergency might arise.” This company has 
also been assured by its principal bankers that market- 
able securities or satisfactory evidences of ownership 
can be made readily available in event of disaster and, 
further, that plans are under study by the Federal 
Reserve System to make deposits available promptly 
should a disaster occur. 

One problem pointed out by several cooperators is 
that usually funds may be drawn on only by a small 
group of authorized individuals and a disaster could 
conceivably freeze funds should none of the group 
survive. “We want to look into this further,” reports 
one of these companies; and a second company agrees, 
saying: “The legal aspects of drawing some of these 
funds we have dispersed in large banks remains to be 
worked out, together with other emergency legal 
powers.” 

A petroleum producer who reports his normal bank- 
ing arrangements adequate for disaster emergency 
warns: “We are opposed to hoarding cash because of 
the adverse effect that the widespread adoption of 
such a practice would have on the economy of the 
nation.” 


Alternate Headquarters 


Most cooperators report they will probably be able 
to utilize branch offices and plants in the event of 
a disaster destroying their main headquarters. Typical 
of this group is the eastern food-processing company 
which reports it has “alternate headquarters out west 
for use in case of emergency. We can secure neces- 
sary personnel from our many locations scattered 
throughout the country. While we haven’t made 
housing arrangements for such an event, the necessary 
office equipment and records are available out west.” 


Other companies “contemplate having an alternate 
headquarters available for immediate use in the event 
of a major disaster to the home office,” but as yet most 
of them have not determined where it will be. 

A petroleum firm, however, writes: “We have leased 
some warehouse-type space in a town about 150 miles 
from our metropolitan area, and have reserved some 
space in two office buildings owned by subsidiaries in 
the south. We also have under consideration a lease 
for factory space in a town within commuting dis- 
tance. Lists of alternates in order of succession for 
each department have been drawn up, and, following 
a disaster, the department heads and their immediate 
subordinates will meet at a location yet to be deter- 
mined. In event that some members do not survive 
the disaster, their alternates will be summoned.” 


Following a disaster at headquarters, the various 
divisions of a food company will operate from specific- 
ally named localities. These locations are selected, 
an executive of the company explains, “because of 
their relation to the operations of the particular 
division and because of their presumed safety from 
atomic attack.” 


Another company reports it has established an 
emergency post office box in a town well outside its 
metropolitan area “for employees to use in case of 
disaster.” 


CASE STUDIES 


The following brief case studies illustrate how far 
some companies have progressed with their plans to 
assure continuity of management, available funds, 
and a seat of operations in the event of disaster. 


A Petroleum Company 


“In the event of imminent or actual hostilities, we plan to 
locate a nucleus of key personnel, with supporting clerical 
assistance, at a remote control center outside the target 
area from which operations could be continued on an emer- 
gency basis in the event of the destruction of our main 
offices. The assignment of personnel to this center on a 
rotating basis, plus normal absences on business trips and 
for other reasons should guard against our entire manage- 
ment’s being wiped out in a single disaster. The potential 
successors of our key personnel are selected as a basic step 
in our executive development program, so that we are 
already in good position to make emergency appointments 
to fill vacancies without any special procedures to this end. 

“We have amended the by-law of our company which 
provides that five directors (out of a total of fourteen) shall 
constitute a quorum so as to provide that, in the event 
that the total number of directors is reduced to less than 
eight by reason of death or any other cause, a majority of 
the remaining directors shall constitute a quorum for the 
purpose of filling vacancies in the board of directors and 
among the elective officers. We believe this provision ade- 
quate to guard against any reasonably foreseeable disaster. 


“We feel that our normal banking arrangements are 
adequate to protect us and have, therefore, made no special 
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arrangements to assure the availability of funds in an 
emergency. We are opposed to hoarding cash, because of 
the adverse effect that the widespread adoption of such a 
practice would have on the economy of the nation. 


“We do not yet have, but are contemplating, the estab- 
lishment of an alternate headquarters for use in the event 
of a disaster which would deny us the continued use of our 
regular offices. We plan to have adequate facilities for the 
proper functioning of the nucleus staff mentioned above, 
including necessary office equipment and facilities for the 
housing and feeding of the personnel concerned. The pre- 
cise details will depend upon the exact location selected as 
alternate headquarters. Aside from the custodial staff and 
a very small group to maintain duplicate files of important 
records on a stand-by basis, we would expect to man the 
alternate headquarters (when the international situation so 
indicates) with executives and clerical employees from 
among our regular staff.” 


A Food Company 


“The company has developed a very complete plan to 
insure continuation of management through succession of 
responsibilities in case of disruption. The plan has been 
approved by the board of directors of the company, and all 
legal actions have been taken. 

“In case of loss, the plan which has been adopted desig- 
nates successors to the incumbent officers in such a way that 
the responsibilities will flow to each successor automatically. 

“The company carries funds on deposit in practically 
every location where operating plants are situated. Conse- 
quently, the matter of providing funds for payrolls and 
other obligations is likewise to be automatically cared for. 


“In case of emergency, the various divisions of the com- 
pany will operate from specifically named locations. These 
are selected with their relation to the particular operations 
of the division, and because of their presumed safety from 
atomic attack. 

“Tn addition, the company has microfilmed all its records 
and these are preserved outside the metropolitan area in a 
location deemed to be safe.” 


An Industrial-machinery Company 


“We have a basic civil defense organization headed by 
an administrator and a director, and supplemented with 
departmental liaison throughout the company. It is tied 
in with our own volunteer fire-fighting force and with the 
local civil defense authorities in the community. 

“We have designated a disaster headquarters located in 
our personne! department. Should this be destroyed, the 
disaster administrator would have to find another head- 
quarters which he would determine at the time of disaster. 
We have made no alternate plan for this, believing too 
much planning is impractical. 

“The main works of our company is located on a sixty- 
acre plot in the outskirts of this metropolitan area. Our 
various divisional executives are scattered around these 
sixty acres and are not all located in the same building. 
We believe that this provides an element of protection. 

“Qur principal reliance, for carrying on in case of loss 
of key personnel, is upon the assistants and understudies 
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provided in most cases. This is part of a long-term training 
and replacement program of the company. 


“In our various departments we have understudies. When 
the ‘big boss’ is away, someone else in the department is 
in charge. In case disaster caused the loss of such a man, 
it would simply be up to the acting assistant to take over. 


“We have not worked out any particular plans for meet- 
ing emergency payrolls. 

“We are just now crystalizing this comprehensive civil 
defense program in our company. Immediately after Korea, 
we tightened up our guard system and identification re- 
quirements for company personnel. But we are just now 
getting this broad program into effect. We have been work- 
ing it up in cooperation with the local civil defense authori- 
ties, and it has taken many meetings and much time.” 


A Petroleum Company 


“It has been assumed thus far that some of the directors 
would survive a disaster, and under our by-laws any va- 
cancy occurring in the board can be filled by a majority 
vote of the remaining members of the board. 

“We have opened a bank account in a city 150 miles 
away and our principal banks have arranged for the pro- 
tection of their records. It is believed that funds can be 
transferred by telegraph to the new bank account in the 
event of an emergency. If that is not possible, funds un- 
doubtedly could be drawn from subsidiaries. 

“We have leased some space (warehouse type) in a town 
150 miles away, have reserved some office space in two 
office buildings owned by subsidiaries in the South, and have 
under consideration a lease of some space (factory type) 
in a town within commuting distance. 

“Lists of alternates in order of succession for each de- 
partment head have been prepared, with the ultimate 
alternate drawn from a nonvulnerable location of the com- 
pany or from subsidiaries. Following a disaster, the depart- 
ment heads and their immediate subordinates will meet at 
a location yet to be selected, and in the event that they 
do not survive, their alternates will be summoned in order 
of succession. Clerical help will be recruited, by the depart- 
ment heads, from the survivors of existing personnel or 
from other sources. Necessary office equipment has been 
considered but arrangements have not been completed.” 


The attitude of companies which are making de- 
fense plans is summed up by the executive vice presi- 
dent of a large food company: 

“We had a factory on the outskirts of London dur- 
ing the last war, and after being bombed several 
times it was necessary to disperse operations. It is 
remarkable how well the business operated during 
those trying times. 

“Such experiences give us confidence that we will 
be able to face any unusual situation in the future, 
but,” he adds, “it certainly should be given thought 
in advance so as to reduce the shock and confusion 
following such an occurrence.” 

Henry A. BALKE 
G. CLuark THOMPSON 
Division of Business Practices 


CENTRAL BANKING-—-THEN AND NOW 
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PPROXIMATELY fourteen months have 
A elapsed since the Treasury-Federal Reserve 
bomb exploded in Wall Street late in the sum- 
mer of 1950. Approximately half that length of time 
has passed since the Treasury and the Federal Re- 
serve authorities reached “full accord with respect to 
debt-management and monetary policies to be pur- 
sued in furthering their common purpose to assure the 
successful financing of the government’s requirements 
and, at the same time, to minimize monetization of 

the public debt.” 

Very appreciable changes have occurred in the 
money market during the past year or two, particu- 
larly since the outbreak in Korea at the middle of last 
year. Trends previously in evidence have for the 
most part continued since the “full accord” was 
reached earlier this year. 

High-grade corporate borrowers must now pay not 
very far from 3% for long-term accommodation; they 
were paying only a little more than 2.60% when the 
fighting started in Korea, and were still able to get 
such funds for about 2.69% when the “full accord” 
was reached. Short-term borrowers at the banks have 
found money correspondingly tighter. Even the Fed- 
eral Government finds itself under the necessity of 
paying more for its borrowed funds. 

All the usual money-market rates are now back to 
or above the 1939 figures. Analysis of the relative 
amounts of loans and of commercial bank credit in 
government holdings indicates something of a trend 
back toward late prewar, although the amounts of 
both types of credit are, of course, very much greater 
than in 1939 or any other prewar year. (See chart.) 
The earning assets of the Federal Reserve banks have 
not shown any drastic postwar change, but in a num- 
ber of respects the money market has evidently been 
taking on more of the later pre-World War II appear- 
ance. 


A TREMENDOUS CHANGE 


Hardly more than a glance at the charts on these 
pages (as well as those appearing in The Business 
Record for September) is required to make it plain 
that there is virtually nothing in the money market 
that would look familiar to a financial Rip Van Winkle 
appearing on the scene after a nap of two or three 
decades. Twenty years ago the so-called basic yield 
on long-term corporate bonds was about 4.10%; today 
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it is not more than about 2.60% despite a substantial 
rise during the past year. Thirty years ago it was 
5.31%. Business borrowers can still get bank accom- 
modation at little if any over 3.1%; twenty years ago 
they had to pay well over 4%. Thirty years ago it was 
nearly 634%. As may readily be seen from the chart 
on page 391, radical differences from the older or 
classical pattern exist in the relative rates on bonds 
of different terms. 


PROPORTION OF LOANS WAS HIGHER 


And so it is with the composition of commercial 
bank assets. Twenty years ago these banks held nearly 
five dollars in loans for each dollar invested in gov- 
ernment obligations; today, even after several years 
of postwar tendency to return to the older norm, 
they hold roughly $1.07 in governments to each 
dollar of loans. At the end of 1921, the Federal Reserve 
banks held nearly five dollars in loans and discounts 
for each dollar in governments—and that despite the 
fact that the shakeout earlier in 1921 had cut loans 
and discounts to much less than half what they 
had been at the end of 1920. Twenty years ago out- 
standing Federal Reserve credit amounted to only 
about 4 cents for each dollar of loans and investments 
of commercial banks. The figure is now almost 20 
cents. Thirty years ago it was less than five cents. 


BUSINESS RECORD 


Other and more basic changes less obvious to the 
casual observer have taken place during the past two 
or three decades. The revolution evidenced by the 
statistics presented in preceding paragraphs and in 
the charts and tables accompanying this discussion 
is, of course, frequently ecological in origin. That is 
to say, it has often developed in response to basic 
changes in environment. Opinions differ and probably 
always will differ as to the degree, if any, in which 
the central banks of the world, particularly the Fed- 
eral Reserve, are to be held responsible for the de- 
pression that set in in 1929. Also as to the wisdom of 
their response to conditions created by that debacle 
and hence for the spread of new central bank doctrines 
in particular and planned economy concepts in general. 


W. W. Il EFFECT DECISIVE 


However that may be, it is World War II which is 
accountable for the most drastic changes in the 
money market in which the Federal Reserve must 
now operate. Whether such a war could have been 
fought without such money-market repercussions is 
a question for the academicians. The money market 
of today is in any event a very different affair from 
what it was ten, twenty or thirty years ago; and these 
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changes, while in a way obvious, are not always fully 
understood and their implications are frequently 
missed. 


The more significant of these changes can be listed 
without difficulty. If cause-and-effect relationships 
are ignored, they can be divided roughly into two 
broad categories: changes in practical market condi- 
tions and the more abstract but equally meaningful 
changes in policy concepts or social philosophy. 

All told, these modifications have been sufficient to 
warrant reexamination and reappraisal of both the 
proper functions of a central bank and of its ability 
to perform these functions under present conditions 
and powers. An inquiry into these matters, for 
example, was conducted by the Douglas subcom- 
mittee during the 81st Congress, and another by the 
Patman subcommittee is scheduled to begin in 
January. 


HE most profound of the changes have, of course, 
sprung from the gargantuan growth of the public 
debt over three decades. Other statistical differences 
look small, indeed, alongside the rise from $24 billion 
in 1921 to $46 billion in 1939 to the present day’s 
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staggering $257 billion. The shifting, often overwhelm- 
ing imprint of the debt can, for example, be clearly 
seen in nearly all the graphic material presented on 
these pages. And while most debt facts may border 
on the commonplace today, the full story is far from 
told. 

Its full implications, inevitably, will be long in 
making themselves both apparent and felt. Complex 
problems, and even the relatively simple mechanics 
involved in debt management, now and long will 
reach into the far corners of the money market and 
can be expected to color the fabric of society for 
decades to come. Each new step in debt manage- 
ment, whether refunding, the choice of terms and 
types of issues, or even debt retirement, is front-page 
financial news. Less widely understood, however, 
are the ways in which the debt has become a de facto 
strait jacket for much of traditional central-bank op- 
erations. 

In part, this transformation was dramatized by the 
until-recent postwar lack of “full accord” between the 
Treasury and the Federal Reserve. Actually, it dates 
all the way back to the early Thirties. Quite apart 
from such issues as pegging or responsibility for credit- 
policy determination (see below), the depression- 
made rise in debt held by the banking system posed a 
dilemma for central banking long before war magni- 
fied it many times over. The net result has been that 
today the banking system holds more than $87 billion 
of the public debt, as compared with $3.6 billion in 
1921. Of the $87 billion, some $58 billion is held 
by commercial banks. (See chart on page 390.) 

Sales of governments by the Treasury to banks have 
explosive effects compared with similar sales to indi- 


viduals or nonbank entities. Sales to banks create 
new “bank money.” Sales to others bring only shifts 
in ownership of existing purchasing power. 
Furthermore, bank-held securities may be pledged 
as collateral for “advances” or credit from the Fed- 
eral Reserve. Or they may be sold in the open market, 
which, if many are offered, would confront the Re- 
serve with the disconcerting choice of either standing 
by while prices of governments decline perhaps dras- 
tically or taking up the offerings and thus expanding 
member-bank reserves. The net heritage of depression 
and war-finance policies of placing debt in the bank- 
ing system, then, is great volatility and expansion of 
the credit potential, accompanied by comparably 
greater difficulty in central-bank management. 
Long before the national debt became a national 
problem, however, the tide of economic change had 
wrought other major depariures from the classical 
norm of central banking. The fact is that Federal Re- 
serve operations never did work out as the book said 
they should. Nor was the book always followed, 
either because of practical obstacles or policy decisions. 


CHANGES IN THE BANK RATE 


Most striking has been the decline and fall in the 
potency of the bank rate. Unimportant today except 
as a bellwether of monetary policy, the discount rate 
once was, at least in Europe, the central bank’s prin- 
cipal method of influencing bank-reserve volume and 
thereby the amount of credit. Rate changes tended 
to restrain or permit enlargement of credit volume as 
believed desirable. The rate was originally expected to 
be the key figure in the Reserve system. For a time 
it actually did possess considerable vitality. It did 
not possess it for long, however. Today, with dis- 
counts and advances amounting to roughly 1% of out- 
standing Reserve credit, as against 73% at the end of 
1921, rate manipulation can have but slight direct 
effect on the market. (See chart, page 393.) 

Rediscounting of commercial paper was a technique 
patterned primarily on British experience. It was 
presumed that the most expedient way for banks to 
obtain central-bank credit was to present commercial 
paper. Thus effectiveness depended both upon a 
ready volume of self-liquidating paper and willingness 
of banks to rediscount at the Federal. But except 
during World War I and shortly thereafter, neither 
condition materialized in this country. 

In the first place, the commercial bill as a method 
of financing goods in process never achieved the 
popularity planned for it. Business practice tended 
to rely more upon either internal financing, other 
types of borrowing, or upon a capitalization sufficient 
to cover working and emergency needs. 

Secondly, increasing vertical organization of busi- 
ness—the amalgamation of successive steps in the 
production and distribution process into one (finan- 
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cial) entity—eliminated many of the separate ex- 
changes on the road from raw material to consumer 
from which self-liquidating paper had been expected 
to arise. At the same time, growth in both size and 
financial resources of business organizations and in 
investment capital markets was opened up alterna- 
tive means of financing. The net result was to make 
possible greater independence from banks. 

Even a drastic relaxation of eligibility requirements 
for rediscounting in the depression days of the Thirties 
made little difference. Not only was the supply of 
paper meager, but the desire to use it to obtain credit 
was lacking. In fact, something of a tradition against 
rediscounting had early become evident. Borrowing 
at the Reserve was regarded as a sign of weakness, 
relied upon only in temporary and exceptional in- 
stances. 

The coup de grace for the discount rate came when 
even this occasional need to rediscount largely evapo- 
rated. With more and more of the public debt find- 
ing its way into their portfolios, banks were in a po- 
sition to adjust reserve positions by dealing in gov- 
ernments. One way or another, there now was little 
need to rediscount. Since the initiative in rediscount- 
ing rests with the commercial bank, its effective use 
as an instrument of central-bank policy was corres- 
pondingly weakened. 


LITTLE DISCOUNTING 


The second major technique for regulating the 
volume of reserves—open-market operations in gov- 
ernments and bankers’ acceptances—was, in the classic 
norm, quite secondary. Its use was seen as sporadic, 
when and if exceptional conditions made it necessary 
to put more muscle into the discount rate. But with 
little discounting, there was little to make effective. 

So, again, the book had to be set aside, this time 
with the consequence that quite different functions 
developed. The first purpose of fairly substantial 
open-market purchases of governments, as it turned 
out, was to produce business for Reserve banks. With 
rediscounts few and far between, the Reserve banks 
were pressed for earnings to meet expenses and divi- 
dends. Buying up governments was a simple and 
obvious method of turning idle assets into productive 
ones. 

From this mundane beginning, buying and selling 
of securities proceeded to blossom into a full-fledged 
credit function. It was reasoned that if the Reserve 
was to exert any influence over credit, as long as banks 
were reluctant to borrow from it, it would have to de- 
velop open-market activities. This, at least, was the 
prospect, before other powers like regulation of legal 
_ reserves or selective credit restraints were available. 

What early open-market theorists and Federal Re- 
serve fathers didn’t reckon with was a massive na- 
tional debt. The Thirties, with their depressed activ- 
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ity, reduced credit needs, mounting gold stocks swell- 
ing idle bank balances, and successive federal deficits, 
brought credit problems of a drastically different 
order. As idle balances found their way into a match- 
ing supply of new governments, the government bond 
market became a key sector of the money market. 
And when bank reserve positions came to be increas- 
ingly adjusted by changes in bond portfolios, fluctu- 
ations in prices and yields in the market for federals 
took on new significance. 

Thus the stage was set for another new departure 
in open marketing—the birth of the policy of “main- 
taining an orderly market” for governments. Before 
much more than a few experimental steps had been 
taken, however, war broke out. “Orderly” markets 
were turned into “frozen” markets in the paramount 
interest of war finance. 

Today, with “full accord” and pulling the pegs 
from government bond prices, central-bank responsi- 
bility for an “orderly” market is back at the top of 
the list. And such unanswered, prewar vintage ques- 
tions crop up again as how orderly is “orderly,” how 
much flexibility in prices is to be permitted, and to 
what extremes should the policy be carried. 

Although few now believe that price declines such 
as those following War I serve any useful function 
(or should even be countenanced under present debt 
magnitudes), “orderly” markets raise vital issues. 
Too-strict definitions of what constitutes an “orderly” 
market or the permissive range of price fluctuation 
seem capable of undermining much of the effectiveness 
of credit and central-bank policy. 

As the bond market, to its discomfort, found earlier 
this year, a world of difference can exist between a 
pegged market and an “orderly” one. But on the mar- 
gins, the two markets run together and there is no 
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clear line of demarcation that fixes the boundary. 

Not the least of the money-market problems im- 
plicit in the public debt is the possibility that the 
task of supporting prices might not remain as dead 
and buried as this year’s “full accord” seemed to 
make it. As recent experience forcefully demon- 
strated, any real or fancied need to use the open- 
market technique to support bond prices comes close 
to negating other existing credit techniques. 

More subtle but just as noteworthy are the changes 
made by debt size and debt policies on the structure 
of interest rates. Again, the one-two punch of de- 
pression and then war transformed both central-bank 
policy and the environment in which that policy had 
to operate. 

The very existence of a large debt constitutes a 
powerful incentive to an artificially created low level 
of interest rates. Any upward movement suggested 
by credit policy necessarily runs up against either 
considerations of service charges (already approach- 
ing a $6-billion-a-year burden) or of disruption of the 
market for existing issues. 

Three decades of experience and change also made 
other dents in interest-rate theory. Even after allow- 
ing for the fact that policy and other considerations 
in recent years have circumscribed the role rates 
could play in the money market, expert opinion tends 
to differ more widely than ever on the importance and 
effects of the cost of borrowed money. Its probable 
effects on savings, capital formation, speculation, and 


general business activity are seldom subjects of agree- 
ment. 


GOVERNMENT MONEY IN MARKET 


A further major credit change has been the mush- 
room-like growth of federal credit facilities themselves 
—facilities not within central-bank purview but none- 
theless with substantial effects on the money market. 
Beginning just about the time the Reserve was cre- 
ated, publicly supplied credit later expanded until 
today it encompasses such varied activities as: 


e Guaranteeing and insuring loans, deposits, and 
mortgages; 

e Provision of credit at lower-than-market prices 
for a broad range of purposes; 

e Regulation of maturities and other credit 
terms; 

e Supplying finance for banks, business, and indi- 
viduals; 

e And even developing ready and virtually auto- 
matic markets for certain credit obligations. 


According to the Budget Bureau’s estimates, $44 
billion of public credit was outstanding or committed 
on June 30 of this year. Another $4.5 billion would, 
on balance, be obligated during the current fiscal year 
and still another $12.6 billion in a bill of unused au- 


thority would be left over for commitment in succeed- 
ing fiscal years. ; 

So wide a variety of policies, purposes, and agencies 
engaged in credit extension—many guided by quite 
nonmonetary considerations—with authority of such 
magnitude but without strict provision for coordina- 
tion is obviously capable of throwing a fair-sized 
monkey wrench into the task of over-all credit control. 
While this growth of public credit has not passed un- 
noticed, the lack of central supervision or collabora- 
tion over it remains a problem for credit manage- 
ment. 

Still other new money-market problems also stem 
from Federal Government activities. Greatly expanded 
financial operations, the now “normal” budget trans- 
actions and the resulting ebb and flow of funds to 
and from public coffers make mere changes in the 
size and location of Treasury balances of vital import. 
So do the large (and potentially much larger) activi- 
ties of federal trust funds. Holdings of public debt 
issues by the four largest trust funds, for example, 
now total more than $30 billion, while their cash re- 
ceipts annually come to more than $6 billion) . 


IN OPEN MARKET IN BIG WAY 


Along with other investable funds, like postal sav- 
ings deposits or idle balances of regular agencies, funds 
held in trust now enable the Treasury to conduct 
sizable open-market operations on its own account in 
government obligations—operations which may or 
may not be in step with the central-banking policy 
of the moment. 


On another score, the trend toward short-term or 
floating debt serves to keep money market affairs 
nearly continuously churning about as issues are 
called or matured, new securities offered, and port- 
folios adjusted and readjusted. In the current fiscal 
year, for instance, more than $55 billion of govern- 
ment issues will mature or become cailable, entirely 
apart from the $14 billion or so of bills which turn 
over every thirteen weeks. 


Still another source of new vexation to money 
management, is the substantial aggregate of non- 
marketable securities redeemable at will. Savings 
bonds, for example, both make possible better dis- 
tribution of the debt and exempt the Treasury from 
concern over market reactions and fluctuations. But 
they also bear the potentially dangerous corollary of 
being demand obligations. The holders thus can force 
the Treasury into the money market regardless of 
then current money or credit conditions. The $58 
billion of these bonds now outstanding consequently 
represent a decidedly mixed blessing from a monetary- 
policy point of view. 

See “Monetary, Credit, and Fiscal Policies,’ Report of the Sub- 


committee on Monetary Credit and Fiscal Policies of the Joint 
Committee on the Economic Report, January 23, 1950. 
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HESE changes in money rates, in the wares 

traded in the money market, and in the financial 
structure and practices of the American economy are 
no more dramatic than the revolution that has taken 
place in concepts of the functions of central banks 
and governments. The Douglas Subcommittee on 
Monetary Credit and Fiscal Policies of the Joint Com- 
mittee on the Economic Report in its report last year 
framed its first recommendation in the following 
language: 


“We recommend not only that appropriate, vigorous 
and coordinated monetary, credit, and fiscal policies be 
employed to promote the purposes of the Employment 
Act, but also that such policies constitute the govern- 
ment’s primary and principal method of promoting those 
purposes.” 


The Employment Act declares: 


[a3 


. it is the continuing policy and responsibility 
of the Federal Government to use all practicable means 
consistent with its needs and obligations and other 
essential considerations of national policy, with the as- 
sistance and cooperation of industry, agriculture, labor, 
and state and local governments, to coordinate and util- 
ize all its plans, functions and resources for the pur- 
pose of creating and maintaining, in a manner cal- 
culated to foster and promote free competitive enterprise 
and the general welfare, conditions under which there 
will be afforded useful employment opportunities, includ- 
ing self-employment, for those able, willing and seeking 
to work, and to promote maximum employment, pro- 
duction, and purchasing power.” 


Such ideas as these were as foreign to minds of 
governments at the turn of the century as they were 
to Walter Bagehot describing the operations of the 
Old Lady of Threadneedle Street several decades 
earlier. They would have been out of keeping with 
the thought of those years because the thinking of the 
nineteenth century and the earlier years of this cen- 
tury were still largely under the influences of the 
dictum of Adam Smith: 


“The sovereign is completely discharged from a duty 
[to guide or manage the economic affairs of the people], 
in the attempting to perform which he must always 
be exposed to innumerable delusions, and for the proper 
performance of which no human wisdom or knowledge 
could ever be sufficient; the duty of superintending the 
industry of private people, and of directing it towards 
the employments most suitable to the interest of the 
society. According to the system of natural liberty, the 
sovereign has only three duties to attend to; three duties 
of great importance, indeed, but plain and intelligible to 
common understandings: first, the duty of protecting 
the society from the violence and invasion of other in- 
dependent societies; secondly, the duty of protecting, as 
far as possible, every member of the society from the 
injustice or oppression of every other member of it, or 
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the duty of establishing an exact administration of jus- 

tice; and, thirdly, the duty of erecting and maintaining 

certain public works and certain public institutions which 
it can never be for the interest of any individual or small 
number of individuals, to erect and maintain.” 

The history of this remarkable turnabout in human 
thought is a fascinating one. No real understanding 
of the position now existing in central banking or in 
the monetary, credit and fiscal fields can be reached 
without reference to it. Of course, even during the 
nineteenth century, not everyone subscribed to the 
so-called lazssez faire philosophy; some who paid lip 
service to it had little real understanding of it, and 
were evidently at times unwilling to have it applied 
to them. Neither is the “managed economy” doc- 
trine universally accepted today. On the contrary, 
many able men vigorously, even violently, oppose it. 
Nonetheless, the doctrine of natural liberty, to em- 
ploy Smith’s term, dominated the scene in the earlier 
period, and the views expressed by the Douglas sub- 
committee and embodied in the Employment Act 
evidently prevail in political circles and in the minds 
of many economists today. 


TWO WARS AND A SLUMP 


The half century of transition suffered two titanic 
wars and one equally titanic depression. On the sur- 
face, the basic alterations in thinking about money- 
market management and the assignment of vastly 
increased roles for government in the direction of the 
economic affairs of human beings date from World 
War I. But signs of change are not altogether lacking 
in the earlier years. At any rate, the exigencies of 
war finance, particularly in Britain, the home of 
classical central banking, brought drastic changes in 
practices and in management of the money market. 
Both postwar difficulties and habits formed during 
World War I tended to reshape both basic ideas and 
money-market techniques. 

Shortly prior to World War I, Schumpeter had 
come forward with the notion that credit expansion— 
and only credit expansion—could provide for those 
large-scale “new combinations of productive factors” 
which give rise to what he termed “development,” 
by which he meant long-term economic growth or ex- 
pansion. Voluntary savings, according to this idea, 
could come only from previous development. The 
conclusion was that all industrial and other economic 
growth or expansion ultimately stemmed from credit 
expansion of the sort represented by open-market 
purchases of governments by the Federal Reserve 
banks. 

This general idea as an explanation of cyclical 
phenomena is, of course, age old. Machlup, following 
Hayek, has traced the concept back to the beginning 
of the nineteenth century, under such titles as “forced 


frugality,” “fictitious capital,” “enforced saving,” and 
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“compulsory saving.” However, the idea gained im- 
petus shortly after the close of the war as a result of 
the work of Schumpeter. 

About the same time, Hilferding and the socialists 
in Germany and Austria were vigorously promoting a 
movement toward what they termed Gebundene Wirt- 
schaft or Planwirtschaft. Both these terms translate 
into English as “planned economy.” Their central 
concept was about what the readers of today’s news- 
papers would expect it to be. The laissez-faire system 
had served excellently over the decades, but had 
made its contribution. For the future, the state must 
take a much more active, even a controlling, part in 
the direction of the economy. 


ENTER KEYNES 


These theorists recognized the real contributions of 
the highly competitive economy of the nineteenth 
century, and asserted the belief that such parts of the 
system as were still useful must be retained. But the 
over-all direction of the state was to be broad and in- 
cisive to protect otherwise defenseless elements in the 
population and to eliminate or reduce the severity of 
the business cycle. These were the years when 
Russia’s “five-year plans,” then quite a novelty, drew 
liberal space in the current press. The ideas of Hil- 
ferding and his associates spread rapidly over most 
of the face of the earth. 


It remained for Keynes probably more than any 


other individual to popularize a general system of ~ 


ideas which in a sense combined the forced-savings 
concept with the planned-economy notion. He util- 
ized the former to formulate his famous multiplier 
concept. This, when combined with any planned- 
economy philosophy, laid a natural basis for the propo- 
sition that one of the most potent, if not the most 
potent, of all tools available to the economic planners 
was just the sort of credit management as that sug- 
gested by the Douglas subcommittee, as quoted in an 
earlier paragraph, and that such planning is highly 
desirable. 

As early as 1931, British thinking had got well along 
the road to the conclusions later reached by the 
Douglas subcommittee. The so-called MacMillan 
Committee appointed by the British Chancellor of 
the Exchequer in the fall of 1929 made its final report 
in 1931 after extended hearings conducted over the 
intervening period. It was, of course, inevitable that 
the subjects here under review should have come to 
the fore. The committee, which included Mr. Keynes, 


expressed its conclusions at some length. Here in 
part is what it found: 


“There can be doubt as to the power of the banking 
system [subject to international limitations which we 
deal with below] to increase or decrease the volume of 
bank money. But what is not so certain is its power to 
control the volume of bank money which is actively 


employed. When it is a case of contracting the volume 
of bank money, the question is how drastic the con- 
traction must be to produce an effect, rather than wheth- 
er the banking system can achieve its purpose if ibe is 
sufficiently determined. . . . When, however, it is a case 
of expanding the volume of bank money with a view 
to stimulating active investment, the view is often ex- 
pressed that the powers of the banking system may be 
altogether inadequate, since the additional bank money 
created may simply lie idle as an addition to liquid 
funds. 


“In discussing the power of the banking system to 
overcome this difficulty, we need to distinguish sharply 
between a more or less normal situation, and one of acute 
business depression at or near the bottom of a severe 
slump. In normal conditions, we see no reason to doubt 
the capacity of the banking system to influence the vol- 
ume of active investment by increasing the volume and 
reducing the cost of bank credit. . . . Indeed, it is more 
usual to emphasize the extreme ease of stimulating en- 
terprise and investment in these ways, and hence the 
danger of inadvertent or excessive action, rather than 
the difficulty of providing by banking means a sufficient 
stimulus to produce a noticeable effect; and this view 
is obviously the right one.” 


Or again: 


“What would be the result [in the midst of acute 
slump] of the monetary authority largely increasing the 
quantity of bank credit . . . whilst leaving the rate 
charged for loans to find its own level? For it will 
always be possible for the monetary authority to effect 
this way by the purchase in the market of e. g., gov- 
ernment securities.” 


The answer presented is that in the end “the effect 
of abundant credit on the long-term market will be to 
bring about an increase of actual new enterprise. The 
repercussions of this on business confidence and on 
the actual level of profits may then be expected to 
break the vicious circle... . 


“The contention is that an increase in the hasis of 
credit is a step which can be taken by the central bank 
in the supposed circumstances [the existence of a deep 
depression] without any risk of untoward consequences 
—for at the worst the effect will be nugatory—whilst 
there is fair reason to expect that it may de something 
to set in train the course of events outlined above. Some 
of us take the view that, provided the policy was adopt- 
ed by central banks generally, the most hopeful form of 
attack on the existing depression would be along these 
lines. The same method is one which could be, and 
ought to be, employed with great effect in the opposite 
circumstances; namely, in face of an incipient inflation. 
In such a case central banks should sell the securities 
which they had accumulated during the depression. In- 
deed they would have to be careful not to allow too large 
a basis of credit to persist when once the vicious circle 
had been broken. The method proposed would in fact 
have the additional advantage that it would put the 
central banks in a stronger position for curbing the next 
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tendency toward inflation, because they would have 
larger volume of securities for open-market operations.” 


Opinions differ as to the extent to which such pro- 
grams were tried out in the Thirties and the degree 
of success attending them. The Douglas subcom- 
mittee professes not to know “precisely how much 
effectiveness as a stabilizing device we can expect 
from appropriate, vigorous, and coordinated monetary, 
credit, and fiscal policies. Our past experience is of 
little help in making such an estimate, for a timely, 
vigorous, and coordinated use of all these policies for 
stabilization purposes has never been seriously at- 
tempted in this country.” Obviously, it would be 
difficult to determine with any great objectivity 
whether or not such an effort was made during the 
Thirties, since the proposals of the subcommittee are 
so qualified by such terms as “appropriate,” “co- 
ordinated” and the like. But the fact is that large 
federal deficits were incurred during that period; and 
both in 1932 and later 1933 the Federal Reserve added 
some $2 billion (a huge sum for those days) to their 
holdings of governments. It is likewise true that “ster- 
ilization” of gold imports and increases in member- 
bank reserve requirements were later undertaken as 
anti-inflation measures. However, it is certainly true 
that whatever was undertaken failed to “break the 
vicious circle.” 

When we found ourselves involved in “total war” on 
a global scale, interest at once centered in the needs 
of the Treasury, and discussions of the principles of 
central banking, and the then still somewhat new- 
fangled ideas about using credit and “fiscal policy” 
for the elimination of business cycles, or for reduction 
of their severity were relegated to the rear. The effect 
of the war itself was to replace the depression, its 
unemployment and its lack of money income with 
conditions quite the reverse. Fear of inflation, rather 
than search for means of stimulating business, became 
the order of the day. But monetary and credit instru- 
ments were not chosen as the program for control; 
instead, direct controls and qualitative credit re- 
straints were used and an effort was made to place 
savings bonds directly into the hands of individuals. 


IV. 


HERE do the events outlined in the previous 

\ V sections of this article leave the situation as of 
October, 1951? The answer to this question must 
begin with the state of affairs as it existed prior to 
the outbreak in Korea last summer. Debate about 
the efficacy of central-bank operations, particularly 
open-market purchases and sales of governments, was 
quickly revived after the end of World War II. Many 
had been fearful of a postwar crash within a relatively 


» few months after the war. When this failed to ma- 
* terialize, inflation became the chief concern of the 
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monetary and credit doctors. Analyses of central 
banking operations by observers of many persuasions 
were presented at the hearings held by the Douglas 
subcommittee, all of whom testified prior to Korea. 

The report itself bears the date of January 23, 1950. 
Basically, the ideas presented by the witnesses and 
the subcommittee’s report itself did not differ very 
much from what would have been expected upon a 
similar occasion in 1939. There were some shifts in 
emphasis, perhaps, and a more definite formulation of 
official views. But a division of opinion, even of what 
might be termed official opinion, was clearly evident— 
most clearly in matters that had to do with the 
Federal Reserve-Treasury relationships. 

However, many see a substantial gain in the un- 
equivocal expression of the Douglas subcommittee to 
the effect that, at whatever cost, the Reserve authori- 
ties must be free of bondage to any predetermined 
prices of governments. Although it is still not possible 
to know the precise nature of the “full accord” be- 
tween the Reserve and the Treasury, money-market 
developments seem to indicate that in larger measure 
than has been the case for a good while past, the views 
of the Douglas subcommittee are for the time being 
the official views, so far as the relationship between 
the Treasury and the Federal Reserve is concerned. 
What mounting federal deficits, should they material- 
ize as officially predicted, will do to official thinking 
remains to be seen. 

In fairness, it must be said that not all Reserve of- 
ficials fully share all the views of the Douglas sub- 
committee. On the question of the “independence” 
of the Federal Reserve System, William McC. Martin, 
Jr., the recently appointed chairman of the Board 
of Governors of the Federal Reserve System, ap- 
pears to be largely in accord with the subcommittee’s 
views. 

And, what is as important, he seems to be able, so 
far at least, to carry the Treasury (which originally 
was certainly not in accord) along with him. Whether 
some of the members of the board, who at an earlier 
date were definitely Laodicean, are as yet fully and 
staunchly behind Mr. Martin, it is not possible at this 
time to say. The more influential individuals among 
the officers of the Federal Reserve banks are at pres- 
ent fully behind him and well in accord with the 
Douglas subcommittee on this issue. 


NOT ALL AGREE 


As to some of the other conclusions of the Douglas 
subcommittee, the situation is different. It is certain, 
for example, that some of the officers (the president 
of the New York Reserve bank, for example) defi- 
nitely do not share the subcommittee’s faith in the 
power of the Reserve banks and the Treasury to ac- 
complish feats never before accomplished—for such 
appears to be the faith of the subcommittee concern- 
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ing the role of these institutions in giving practical 
effect to the Employment Act. 


NOW AS AGAINST THEN 


To the financial historian, the current money mar- 
ket and the role of the Federal Reserve in it differ 
from the older or classical model most drastically 
in five respects. 


1. The degree in which central banking has fallen 
into political rather than banking or business control. 
The movement has been worldwide, and is part and 
parcel of the trend to centralized government direc- 
tion of the economy. The chief executive officers of the 
Federal Reserve banks can now be selected only with 
the approval of the Board of Governors of the Fed- 
eral Reserve System and the all-powerful Open Mar- 
ket Committee of the System is dominated by that 
board, the members of which now, as always, are ap- 
pointed by the President, with the advice and consent 
of the Senate. All things considered, the degree in 
which some of the leading figures in the individual 
banks maintain independent views is remarkable. But, 
obviously, ultimate control lies in Washington. 


2. The extent to which the political powers, and for 
that matter the public at large, take the managed- 
economy doctrine for granted. No one can read 
either the report of the Douglas subcommittee or the 
record of its hearings without being impressed with 
this fact. Although old terms are still in wide use, 
it would be idle to suppose that their meaning has 
not changed, or that the active executive officers of 
the Federal Reserve banks have not been deeply influ- 
enced by the popular trend of thought. 


3. The almost unwersality of the view that the Re- 
serve System, as well as the Treasury, should take a 
leading role in heading off any threatening depression. 
Conventional theory assigned a much more modest 
place for the central bank. There is less uniformity in 
current thinking about what the Reserve should do 
in the face of threatened inflation. Classical theory 


was much more concerned with the influence of central 


banking in preventing inflated situations that would 
later give rise to untoward developments. 


4. The vast amounts of governments in the port- 
folios of both Reserve banks and commercial banks, 
together with the scarcity of the older type of com- 
mercial loans in the central money markets, create a 
situation unknown to older generations, and present 
problems which lie deeper than questions of mere 
technique. Much the same is to be said of the aban- 
donment of the gold standard. 


5. Return of war or semiwar conditions has com- 
plicated the situation, and brought a return of spe- 
cial measures, which again lay duties wpon the Re- 


serve System which were wholly foreign to older cen- 
tral-banking theories. They have been, for the most 
part, instituted as emergency control devices. The old 
question again arises as to whether it will be possible 
to eliminate them when the emergency has passed. 
The art of central banking in these circumstances 
is one quite different from that of the older order. 


Tueopore R. GATES 
Freperick W. JoNEs 
Division of Business Economics 


Living Costs of Oldsters 


In October, 1950, it took between $1,602 and $1,908 a 
year for an elderly couple to maintain themselves “at a 
modest but adequate level of living,” depending on which 
of thirty-four large cities they called home. New Orleans 
was the least expensive city, Milwaukee the most. Costs 
in the other thirty-two cities falling within these extremes 
are shown in the table below. 


The elderly couple is generally representative of many 


ANNUAL COSTS OF TOTAL BUDGET, HOUSING, AND 
OTHER GOODS AND SERVICES IN 34 CITIES, 
OCTOBER, 1950 
Other Goods ¢ 


City Total Budget Housing! anid Soreater 
Atlanta Sa ie aon aoe $1,748 $582 $1,166 
Baltimoresaniece cnn 1,779 603 1,176 
Birmingham... 1 ose 1,772 607 1,165 
Boston eeaee: 2s 2 eens 1,880 640 1,240 
Buffalo; ert pies ene 1,698 534 1,164 
Ghicagotmin ee te ee 1,818 578 1,240 
Cincinnatim=... ooessee < 1,650 485 1,165 
Cleveland acne cee. 1,805 590 1,215 
Detivertse tyes cere 1,746 577 1,169 
Detrotticcocn eae eR Oe 1,818 573 1,245 
Houstonc wae se ee 1,855 | 670 1,185 
Indianapoliss4.e4.8). se 1,746 569 LAG 
Jacksonville me: see 1,795 621 1,174 
Kansas City, Mo........ 1,687 507 1,180 
Los}Angeles oy. se reee oe 1,866 605 1,261 
Manchester... ..0sc6 6c. 1,737 550 Lis7 
Memphisg yaar eee 1,726 563 1,163 
Milwaukee iis ee 1,908 705 1,203 
Minneapolis............ 1,765 577 1,188 
Mobile: ck aren 1,620 AT5 | 1,145 
New Orleans............ 1,602 436 1,166 
News Yorks ee. 1,782 543 1,239 
Norfolka 3. ee ee 1,774 612 1,162 
Philadelphia rT inlets 1,783 587 1,196 
Pitts bungheeen eee 1,767 554 1,213 
Portland} Mes...) ee 1,733 548 1,185 
Portland, Ore sis. aoe 1,866 630 1,236 
Richmond Beers oie 1,712 581 1,131 
St. Goursinn womens ey Via 527 1,184 
San Francisco........... 1,833 567 1,266 
Sa Vania eer eee 1,658 532 1,126 
Scranton ga eee 1,614 463 1,151 
Seattler eine aa 1,852 583 1,269 


Washington, D.C....... 1,863 671 1,192 
Se i ee ee 


1Average rent paid in each city for tenant-occupied two- and three-room dwellings 
built or converted before 1947, that conform to the housing standards specified re 
the budget, plus the cost of required amounts of heating fuel, gas, electricity and water. 


Source: Bureau of Labor Statistics 
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of the persons now receiving or potentially eligible for 
old-age insurance benefits or old-age assistance. The hypo- 
thetical husband is about sixty-five years of age or over and 
his wife only a few years, if at all, younger. It was as- 
sumed that in most cases the husband would be retired 
or have only occasional employment, and that both mem- 


bers of the family would be able to get about and to care 
for themselves. 


The budget is useful as an aid in evaluating the part 
that social insurance benefits and private pension payments 
play in enabling an elderly couple to meet the cost of liv- 
ing at a level that is well above subsistence but is not 
luxury. It also provides some measure of variations in 
costs from city to city. As the most important factor causing 
differences in the cost of the budget between cities was 
variation in the cost of comparable housing, figures on 
housing costs are shown separately. An article describing 
the budget and comparing it with costs of budgets for 
families of different sizes and types and at earlier dates 
appears in the Monthly Labor Review for September. 


Looking into Low Incomes 


A detailed look into Federal Reserve data affords some in- 
teresting insights into the nature of low-income families: 


© One fourth of those families that earned less than 
$1,000 in 1950 were headed by retired people—those who 
live mostly on past savings and report relatively small 
incomes from investments. 


e Another fourth of the families were headed by farm- 
ers. Back in 1941, the Department of Agriculture esti- 
mated that about 40% of the income received by farmers 
in the lower brackets was in the form of goods and services 
rather than cash. Hence, the cash income reported by the 
Federal Reserve is not a good indicator of the economic 
welfare of these families. 

e About 13% of the under-$1,000 families were headed 
by students and housewives. Many of these families live 
off past savings. 

e Another 7% were headed by professional and mana- 
gerial people who doubtless had experienced a bad year. 
In fact, about one fifth of all families in the lowest-income 
brackets had incomes higher by a third or more in the 
previous year (1949). All this suggests a fluid rather than 
an unchanging lower-income group. Some people are in it 
in one year; others the next. The “hard core” of impover- 
ished groups, then, is considerably smaller than the num- 
ber of families in the lower-income brackets in any particu- 
lar year. 

e About 45% of the families in the under-$1,000 bracket 
in 1950 consisted of only one person. The figure for all 
families was 12%. Thus, although the income is smaller in 
the lower brackets, it has to be divided among fewer per- 
sons. The average number of persons per family in the 


~ under-$1,000 group was 2.0. 


Of course, the well-being of the low-income groups should 
not be measured by current money income alone. Nearly 
30% of those families reporting incomes under $1,000 stated 
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their net worth to be in excess of $5,000. Nearly half of 
all nonfarm, low-income families in the group own their own 
homes—over 80% of them free and clear. 


The income inequality that does exist is considerably less 
than in recent years. Other official data show that lower- 
income families can now buy more than 50% more goods 
than they could before the war, while the upper-income 
groups can buy only 20% more. And that is before the 
sharply increased tax levy on the upper-income brackets is 
taken into consideration. —A. G. 


Move Over! 


A question that often consumes much time in discus- 
sions is the size of the population the earth can support. 
This is an excellent topic for intricate and rather futile 
debate, as a moment’s reflection will show. 


There are about two and one-third billion men, women, 
and children alive today. Three centuries ago, the num- 
ber stood at something like one-half billion. In the last 
one-hundred years, the world’s population has more than 
doubled. In recent decades, in spite of two world wars 
of unexampled destructiveness, the rate of growth has 
risen to about 1% per year. This rate doubles a popu- 
lation in sixty-nine years. It requires no complicated cal- 
culations to show that such an increase could not be main- 
tained for any span of time that is significant in the 
history of the human race. For example, a rate of increase 
of only one half of one per cent, maintained for another 
2,000 years, would leave less than four square yards of 
the earth’s land surface for each person. If such growth 
were to continue for one one-hundredth of the time it has 
taken mankind to reach its present numbers, no standing 
room would be left on earth, without a huge interplanetary 
migration—Frank W. Notestein, “The Needs of World 
Population,” Bulletin of the Atomic Scientists, April, 1951. 


Business Book Shelf 


Foreign Investment Laws and Regulations of the 
Countries of Asia and the Far East—A survey of the 
laws relating to the treatment of foreign investment in 
thirteen countries in Asia and the Far East. Prepared by 
the Secretariat of the Economic Commission for Asia and the 
Far East. United Nations, New York, 1951. $.75 


The Dollar Shortage—Whether there is actually such a 
thing as a dollar shortage is a matter of dispute among the 
professionals, and this is the first book-length work pre- 
senting and defending the thesis. Charles P. Kindleberger, 
The Technology Press of M.I.T. and John Wiley & Sons, 
New York, 1950. $4. 


American Monetary Policy—A study of monetary and 
central bank policy and experience in the thirty-six years 
since the establishment of the Federal Reserve System by 
the former director of the Federal Reserve Board’s Division 
of Research and Statistics. EH. A. Goldenweiser, McGraw- 
Hill Company, New York, 1951. $4.50. 


PERSPECTIVE ON OLDER PERSONS 


in the limelight as in the past few years. Na- 

tional and international conferences have been 
conducted in his behalf. Magazines—popular and 
technical—have showered attention upon him. Even 
Hollywood, abreast with the trend, has made him the 
protagonist of several recent films. 

Employment for the older person is, of course, but 
one facet of the whole problem of adjustment to age- 
ing. Discussion of other aspects, however—psychologi- 
cal, medical, and sociological, as well as financial—in- 
variably list a useful occupation as one of the keys 
to solving this problem successfully. And in our 
culture, a useful occupation is almost synonymous 
with a “job.” 

At this particular point of time in our history, the 
interest of the older person and the interest of the 
nation coincide. Our rearmament effort demands that 
we make the best possible use of all of our manpower. 
It was not so many years ago, however—less than two 
decades in fact—when it appeared to be in the inter- 
est of the economy to encourage the older person to 
leave the labor market. “His continuance at work,” 
it was argued, prevented a “younger man from filling 
his place and gaining occupational skill, experience, 
and promotion.”! 


4 pes OLDER PERSON has never been so much 


Employment Status of 65-Plus Age Group 
Week of August 5-11, 1951; in thousands 


Ttem Total Male Female 
Noninstitutional civilian population] 11,766 5,520 6,246 
nelabor force ce. tes olcleis ee oe she 3,054 2,528 526 

EMpPlOVed's nese ae a eee ees 3,004 2,482 522 
Unjagriculguresse-p eee aoe ete 698 610 88 

In nonagricultural industries....| 2,306 1,872 434 
Unemployed rate rackets tie ss 50 46 4 
Notinslabor force................ 8,712 2,992 5,720 
Keeping house.................. 4,936 34 4,902 
Wnabletonworksew.naactie ove cts 1,542 938 604 
Otherlen ae ees shee nes 2,234 2,020 214 


Includes retired persons, persons who chose not to work, and seasonal workers 
for whom the survey week fell in an “‘off” season. 


Source: U.S. Bureau of the Census 


In other words, while it generally may be best for 
the older person to hold a job, what is best for the 
country as a whole is a variable. That depends on 
such factors as business conditions, employment op- 
portunities, defense demands and the training and 
capabilities of the elderly group. Right now, there is 


1Committee on Economic Security, 1937. 


no question that employment needs call for keeping 
older workers on their jobs and for the return of as 
many as possible of those who are no longer working. 

To what extent is employment of the aged eco- 
nomically feasible? An enlightened answer to this 
question requires a thorough analysis of our older age 
group—their state of health, place of residence, sex 
and age distribution, occupational training, aptitudes 
and preferences. A good starting point might be an 
inquiry into the employment status of those now at 
work, as well as into some readily available facts, gen- 
erally omitted from popular discussion, about those 
who are not now employed. 


HOW MANY WORK AND WHO DO NOT? 


A scant 3 million of the almost 12 million persons 
65 years of age and over, not living in institutions, 
were at work in August, 1951. (See table below.) 
Simple subtraction has led some to suggest that close 
to 9 million oldsters are thus availabie for employ- 
ment. However, this is not at all the case. For one 
thing, in August, 1951, only 50,000 of those without 
jobs were actively seeking employment. This figure, 
of course, cannot be taken to represent the total num- 
ber of older persons who would be in the market for a 
job if they thought it were possible to get one, as 
those who have difficulty in obtaining employment 
tend to drop out of the competition. 

But what about those who had lJeft the labor force 
by August, 1951? One and one-half million, or about 
one sixth of them, may be immediately ruled out, as 
they are permanently unable to work because of sick- 
ness or disability. Of the remaining 7.2 million, a 
majority are over 70 years old. A significant number, 
probably somewhat over 2 million, are truly senior 
citizens having passed their seventy-fifth birthdays. 
Also, over 5 million of the 7.2 million are women, 
many of whom may never have had any work experi- 
ence. It is clear that an enormous amount of train- 
ing and rehabilitation would be required to make a 
substantial portion of this group employable. And 
jobs would have to be revised to fit the capabilities 
of such persons. 


Perhaps it was such obstacles that kept more 
than 7 million oldsters outside of the labor market 
even at the peak of the all-out World War II pro- 
duction effort. Relatively few persons of advanced 
age were drawn into employment then, despite the 


?This is an introduction to a series of articles which will deal with 
demographic and economic characteristics of the ageing. 
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Employment of Older Men Compared with That of All Employed Males in April, 1951 
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PROFFSSIONAL FARMERS MANAGERS CLERICAL SALES CRAFTSMEN OPERATIVES SERVICE FARM LABORERS 
WORKERS WORKERS WORKERS WORKERS LABORERS 


Age Distribution of Employed Men by Occupations in April, 1951 


PROFESSIONAL WORKERS FARMERS MANAGERS 


BER 65 no over 


55 TO 64 
JW 45 TO 54 
fran] 14 TO 44 


CLERICAL WORKERS SALES WORKERS 


Source: Bureau of the Census 
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popular impression to the contrary. The labor force 
participation of older males rose from 43.47 in 1940 
to almost 50% in 1945, and of older females from 6.8% 
to 9.4%.! In other words, about 2.9 million oldsters 
were employed in 1945 as compared with 2.2 million in 
the labor force in 1940. 


WHAT OLDER WORKERS DO 


In August, 1951, the labor force participation of the 
65-plus group was at about the prewar level for males 
and slightly higher for females. If we repeated 1945 
experience we would have an increase of no more 
than about a half million in the total at work. This 
appears negligible when viewed against the total of 
about 9 million older persons now in retirement, vol- 
untarily or otherwise. 

The occupational distribution of older workers 
varies considerably from the distribution of all em- 


1Participation rates are based on total, not noninstitutional popu- 
lation. They are from the series in John D. Durand, ‘““The Labor 
Force in the United States, 1890-1960,” Social Science Research 
Council, 1948, which is comparable with current Monthly Report on 
the Labor Force releases but not comparable with the 1940 Census data. 


ployed persons. (See charts.) While older men con- 
stituted 5.6% of total employed males in April, 1951, 
they formed larger percentages among farmers and 
farm managers, and managers, officials and proprietors 
—lines of work which permit a high degree of 
self-employment. They also ranked high proportion- 
ately in the service occupations such as janitors and 
elevator operators. Older males were grossly under- 
represented in the operative and clerical groups and 
did not fare too well as craftsmen, laborers, or pro- 
fessional workers. As salesmen, they just held their 
own. 

A comparison of the distributions of older female 
workers and total employed women tells much the 
same story. 

When the 1950 Census material on occupations be- 
comes available it should throw much additional light 
on what older people do for a living and indicate 
areas of possible expansion of employment. 


Miriam Civic 
Division of Business Economics 


EMPLOYMENT ON THE INCREASE 


rise in July from its month-earlier level. The 

all-items index for fifty-four United States cities 
was 176.1, compared with 175.1 in June and 164.6 in 
July, 1950. The June-July increase of 6/10ths of 
1% continues the slow upward thrust which has been 
going on since the first of the year. This almost side- 
wise movement follows the more spectacular increases 
which took place during the first half year of the 
Korean war. From January through July the con- 
sumers’ price index made an advance of 2.3%, as 
compared with an increase of 6.2% in the seven- 
month period from June, 1950, to January, 1951. 

The largest factor pushing the index up from mid- 
June to mid-July was a 1.3% rise in rentals. Food 
was next with a gain of 0.7%. Smaller markups were 
reflected by the fuel, clothing, housefurnishings and 
sundries groups. 

The higher food price index can be attributed to 
moderate increases in the prices of eggs, lettuce, sweet 
potatoes, carrots and spinach. 


EMPLOYMENT AGAIN AT RECORD 


Small increases in nonagricultural employment were 
enough to raise employment slightly over the record 
July figure. Aggregate civilian employment was 62.6 
million in the middle of August compared with 62.5 
million in July and 62.4 million in August, 1950. The 


| [ae CONSUMERS’ price index made a small 


small year-to-year margin reflects the fact that em- 
ployment had picked up sharply in August, 1950, as 
factories felt the heavy post-Korea demand principally 
for consumer durable goods. At present, the grow- 
ing shortage of industrial raw materials for civilian 
goods tends to offset the expanding production pro- 
gram in so far as any substantial over-all employment 
gain is concerned. 

Unemployment of 1.6 million in August was the 


Consumers’ Price Index 


SUNORIES 


ine 
1946 1947 1948 1949 1950 «1951 
ALL ITEMS INCLUDES FUEL AND HOUSEFURNISHINGS 


Source: Tue ConFrERENCE Boarp 
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Consumers’ Price Index for Fifty-four Cities, and Purchasing Value of the Dollar 
Index Numbers, January, 1939 = 100 


ee onary, 1080 100 Oe oe ee 


Weighted Clothing Fuel? H i 
Date are of| Food Housing! hirnish Sundries Valne coe 
oa Total Men’s | Women’s Total | Electricity Gas mes ie Dollar 

TODO! Sly ok oe Seca ek 164.6 213.5a} 115.8 143.2 157.4 131.2 129.0 90.4 101.5 148.9 157.7 60.8 
UBUBE Reh oles cies 165.2 213.5 115.9 143.9 158.0 132.0 130.4 90.4 101.4 153.4 158.4 60.5 
September.......... 166.1 214.6b] 116.0 146.3 159.7 135.0 131.2 90.4 101.4 156.3 159.0 60.2 
October :.3 .ocssa cee 166.3 213.5c] 116.3 147.4 161.4 135.6 132.0 90.4 101.4 160.4 159.4 60.1 
November.......... 167.2 214.8 116.4 148.9 163.3 136.7 132.3 90.4 101.2 163.3 160.1 59.8 
December....... She (eS iit 221.5d} 116.9 150.4 165.4 137.7 132.4 90.4 101.2 165.9 161.4 58.8 
Annual average......| 163.4 208.8 115.6 144.7 158.4 133.2 130.5 90.4 101.8 153.0 157.6 61.2 

1951 January............ 172.2 225.9 117.1 152.7 169.1 138.9 132.6 90.4 101.1 169.5 162.0 58.1 
MeDIMIAFY c0c cd sec eee 174.6 931.2 117.6 154.5 171.2 140.3 134.7 90.9 101.0 172.2 162.5 57.3 
March Sate riaaisse rae als 173.9 298.9 117.8 154.8 171.6 140.5 134.7 90.9 101.0 172.8 162.7 57.5 

JN oY al eieccs ae eR i de 174.3 228 .6e) 119.37] 155.1 171.9 140.97] 184.7 90.9 101.07} 173.1 163.2 57.4 

MAYO eee ceaidet cen 175.0 230.9r}| 119.4 155.0 Lye 140.67} 132.87 91.1 101.37] 172.7r| 163.4 57.1 

NGM Shoe ee ee et 176.1r} 231.1f| 119.6 154.9 172.8 139.8 133.57 90.9 101.47} 173.2r} 163.3 571 

DLV Agee ee ences Fat 176.1 232.89! 191.1 155.0 172.9 139.8 133.9 90.9 101.4 173.6 163.5 56.8 

Percentage Changes 
June, 1951 to July, 1951.. +0.6 +0.7 +1.3 +0.1 +0.1 0 | +0.3 | 0 | 0 | +0.2 | +0.1 -0.5 
July, 1950 to July, 1951.. +7.0 +9.0 +4.6 +8.2 +9.8 +6.6 +3.8 +0.6 -0.1 | +16.6 +3.7 6.6 
1Rents surveyed quarterly for individual cities, bBased on food prices for September 14, 1950, eBased on food prices for Apri] 16, 1951, rRevised. 


‘Includes electricity and gas. 
aBased on food prices for July 18, 1950. 


lowest for any corresponding month since World War 
II. Much of the July-August decline in unemploy- 
ment either reflected withdrawal from the labor mar- 
ket of high school and college students or their suc- 
cess in finding jobs. The number of adults out of work 
and looking for jobs reveals little change. Agricul- 
tural employment is still running about one-half 
million below 1950 levels, although the exodus of male 
farm workers is being partially offset by increasing 
numbers of women in agricultural work. 

Similarly in nonagricultural industries there are 
many more women than a year ago. In August, there 
were close to 600,000 more women working this year 
than last. In fact, for agricultural and nonagricul- 
tural employment combined, only the entrance of 
women has prevented a serious shortage of workers. 
The aggregate increase for the year has been 653,000, 
while there has been a net decrease of about 390,000 
male workers (owing mostly to the demands of the 
military establishment) . 


FACTORY HIRING IN DOLDRUMS 


The accession rate for American factories declined 
in July to the lowest level for this month in more 


than a decade, excepting for 1949 when the economy 


experienced a mild recession. This low rate mirrors 
sharp cuts in production of consumer items and in 
some cases vacation closings. The automobile indus- 
try, hit by materials shortages and weakened demand, 
reported sharply lower hiring rates compared with 
July, 1950. The same can be said for rubber, leather 
and furniture industries. 

For manufacturing groups surveyed, the hiring 
rate in July was forty-two per one thousand employees 
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eBased on food prices for October 16, 1950. 
dBased on iood prices for December 14, 1950, 


Based on food prices for June 14, 1951, 
gBased on food prices for July 16, 1951. 


against forty-nine in June and forty-seven for July, 
1950. Corollary to this decline in hiring was a rise 
in layoffs from ten to seventeen per one thousand from 
June to July. The quit rate of twenty-four per one 
thousand in July was down slightly from the twenty- 
five per one thousand prevailing in June. It was one 
third higher than the year-earlier rate. 


Hours and Earnings 


The work week of the production worker in manu- 
facturing averaged 40.4 in July, almost a half-hour 
less than the preceding month, and just a shade under 
the level of a year ago. 

Largely as a result of reduced activity during the 
past few months, the average work week in July, 1951, 
was lower than a year ago in those consumer goods 
industries hit by the metal limitations orders, and the 
pronounced slackening in demand. This latter factor 
has also resulted in reductions in certain soft-goods 
industries (textiles, leather products, etc.) . 

On the other hand, sizable over-the-year gains were 
reported in such industries as metalworking machin- 
ery, aircraft and shipbuilding. Indications show that 
many plants in the metal and metal products indus- 
tries were scheduling overtime work. 

Average weekly earnings of the nation’s 13 million 
production workers declined 76 cents over the month, 
but, at $64.56 in July, were $5.35 above a year earlier. 
Earnings of durable goods workers declined $1.47, 
primarily from a reduction of nearly an hour in the 
work week. Gross average hourly earnings (includ- 
ing overtime and other premium pay) were $1.60 in 
July. These were unchanged over the month and 
14 cents higher than a year earlier —P. W. D. 


SELECTED BUSINESS INDICATORS 


(Annual statistics appear in “The Economic Almanac 1950,” pages 38, 39) 


Item 


Industrial Production 
Motala GER B) iS) semeceenvecte serine 
Manufacturing (FRB) (S)........ 
Durable goods (FRB) (S)....... 
Steelsercariussnoeeaines smneni ss 
Pig won eens core sisicoaiee s 75. Sa 
Copper (refined).............. 
wend (refined) sa. sje aise see 6 
Zinc (slab)...... Oh A ne tEN 
Glass containers.............- 


Machinery (FRB)............ 
Transportation equip. (FRB). . 
Automobiles, factory sales..... 
Nondurable goods (FRB) (S)... 
Cotton errr: s.cisc ces esis + 


RAY OMAV ALM ais ipeciesistae eeu 
Food prod., mfd. (FRB) (S)... 
Chemicals (FRB) (S)......... 
Newsprint, North American... 
PAPEL pipevets ers, co's, ss wtscoteserece'e 
Paperboard)... c.s5 cst sels sims 
Boots and shoes.............-. 
Cigarettes (small)?............ 
Mining (HRB) IGS) eee reece cree 
Bituminous coal.............. 
(Anithracite gerjacutsiiees slerere ster s 
Crude petroleum’............. 
Hlectricipowers: yaaa ae ors ete 
Construction! Meosciess wae secceer 


Distribution and Trade 
Carloadings, totaltsacn.ciees sls << 
Carloadings, miscellaneous**........ 
iRetailasaless(S) @asactesyes ccc eroe srs 
Department store sales (S)......... 
Variety store sales (S)............. 
Rural retail trade (S)............. 
Grocery chain store sales (S)’....... 
Magazine advertising linage........ 


Commodity Prices 
All commodities (BLS)............ 
Rawzmaterialssen den acces oats cere 


Manufactured products.......... 
Harn productseernttriccc cree cee 
Foods 


ey 


Securities 
Total stock prices (Standard & Poor’s) 
Industrials 


Ci eC 


Totalno.sharestraded N. Y.Stock Ex. 
Corporate bond yields (Moody’s)... 


Financial Indicators 
Bank debits, outside New York City® 
New capital corporate issues........ 
Refunding issues.................. 
Comm., industrial and agric. loans‘. 
Total personal income (S)*......... 
Money in circulation, end of month, 
Defense expenditures”......,...... | 


News-Record—average weekly ‘Groce 


SAdjusted for season variation 1Shipments 2Consumption; 


Unit 


1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
000 net tons 
000 net tons 
net tons 

net tons 

net tons 

000 gross 
million bd. ft. 
1945-47 = 100 
1935-39 = 100 
1935-39 = 100 
units 

1935-39 = 100 
000 bales 
million pounds 
million pounds 
1935-39 = 100 
1935-39 = 100 
short tons 

% of capacity 
% of capacity 
thous. of pairs 
millions 
1935-39 = 100 
000 net tons 
000 net tons 
000 barrels 
million kwh 
million dollars 
000 dollars 


thousand cars 
thousand cars 
million dollars 
1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
thous. of lines 


1926 =100 
1926 = 100 
1926 =100 
1926=100 
1926 =100 
1926 =100 
1935-39 = 100 


1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
1935-39 = 100 
thousands 

per cent 


million dollars 
000 dollars 

000 dollars 

million dollars 
billion dollars 
million dollars 
million dollars 


1950 


Percentage Change 


Latest 
Month 
over 


Month Ago 


Latest 
Month 
over 
Year Ago 


8 Months, 

1951 over 

8 Months, 
1950 


Augustp July 
218 | r 213 
228 |r 222 
270 | r 263 

8,734 |r 8,679 
6,063 |r 6,070 
79,613 93,258 
31,756 44,864 
74,035 78,955 
n.a. 10,355 
n.a. 3,147 
177.3 144.7 
n.d. 327 
n.d. 283 
n.a, 381,407 
194 |r 190 
754 767 
n.d. n.a 
Oman 78.8 
n.a. 167 
n.a. 806 
580,622 540,896 
98.9 89.4 
94 84 
n.a 31,757 
n.d. 30,253 
163 |r 157 
47,156 |r 33,945 
3,386 17 2,770 
n.d. 6,180e 
7,098 6,739 
1,263 1,380 
229,143 344,660 
824.6 761.0 
385.6 366.8 
n.a. 11,816 
316 r 309 
n.d. 245 .0 
n.a. 329 .2 
(OeOhe 446.0 
3,934 3,260 
W7Velr 179.5 
n.d. 189.8 
n.d. 174.1 
n.a. 175.1 
191.lejr 194.0 
187.3e|r 186.0 
n.a. 206.7 
181.5 172.8 
198.3 188.1 
147.1 139.4 
114.4 111.5 
n.d. 36,744 
312 3. E7. 
69,827 67,532 
Dole 476,911 
n.a. 31,423 
19,336 19,067 
n.a. 251.6 
28,151 |} 7 27,851 
3,369 3,196 


Cons cigarette consumption measured by tax- 
Gr y and combination chain store sales 8140 centers %Annual rate Includes federal bud; 
Mutual Defense Assistance, Maritime Activities, Coast Guard, Defense Production aJuly, 1950 bJune, 1950 cPercenta 
6 months 1950 to 6 months 1951 eEstimated n.a.Not available pPreliminary *Value as traffic indicator 
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817.5 
391.1 
11,925 
302 
238.0 
323.6 
r 439.0 
3,221 


bor JG tome J 
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72,110 
711,145 
56,538 
19,128 

r 251.0 
27,809 
2,875 


511,938 
198 
833 
48.6 
82.0 
166 
298 
582,143 
102.5 
104 
37,392 
32,776 
165 
43,250 
3,622 
6,170 
6,565 
2,573 
253,599 


799.8 
391.3 


i Ale 
398,366 
13,076 
19,152 
249.8 
27,519 
2,739 


BE c 


272 a 


195 


1,549 
232,936 


ee) 
oo 
or 


104. 
56,6694 
2.85 


65,423 
300,445a) 
22,064 
14,364 
222 Va 
27,120 
1,242 


aid withdrawal sAverage daily ‘Avera 
‘t expenditures for 
r change 7 months 1950 to 7 mont 
subject to variations in length of haul and amoun 
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STRETCHING OUR AVAILABLE MANPOWER 


The times call for getting the most out of our existing industrial plant. 
Greater precision work for armaments. More volume for the mass market. 
American know-how belongs to all: to the skilled and semiskilled; the 
unskilled; the clerical workers; the professionals and executives. In the 
months ahead, when mounting demand for goods should pull the labor 
market even tighter, a close focus on all factors of productivity — the 
management, the worker, his machine, his training, morale factors, etc. 
—will become more important than ever. To study the problem with 
The Conference Board see: 


SPECIAL STUDIES 


“The ‘Miracle’ of Productivity’ Studies in Business Economics, No. 9, June, 1947 
“Productivity and Progress’ Chart Book, May, 1946 
“‘Measuring Labor's Productivity’ Studies in Business Policy, No. 15, February, 1946 


THE BUSINESS RECORD 


“Productivity in Nonmanufacturing” July, 1950 

“Productivity Gains Equal Expectations’ May, 1950 
*“Recent Productivity Trends and Their Implications’ May, 1950 
“It's Not Always Productivity’ March, 1950 

“Man Hour Output in Manufacturing’ February, 1950 

“A Look at the Productivity Record’ February, 1949 
“Production vs. Productivity” December, 1948 

“Productivity on the Increase” June, 1948 

“British vs. American Productivity’ November, 1947 
“Productivity and Labor Cost Trends” May, 1947 

“Productivity: Conflicting Story’ September, 1946 

“Regional Aspects of Productivity and Unit Labor Cost’’ August, 1945 
“Trends in Unit Labor Costs’ March, 1945 

“Trends in Productivity” February, 1945 


THE MANAGEMENT RECORD 


*“Productivity: How To Increase It’ June, 1950 
“Is Productivity Increasing?” June, 1947 


THE ECONOMIC ALMANAC 


Agriculture, page 75 Mining, page 84 
Electric light and power, page 349 Railroads, page 376 
Manufacturing industries, pages 298-299 Telephone and Telegraph, page 358 


312th MEETING OF THE CONFERENCE BOARD, MARCH 23, 1950 
(Transcript of entire meeting can be studied at the Board’s offices; portions of proceedings that have 
been published are indicated by * ) 


PRINTED IN U. S. A. 


DO YOU HAVE INVESTMENTS IN 
ANY OF THESE PLACES? 


Algeria 
Anglo-Egyptian 
Sudan 

Angola 

Argentina 
Australia 

Austria 

Azores Islands 
Belgian Congo 
Belgium 

Bolivia 

Brazil 

British Cameroons 
British East Africa 
British Guiana 
Cameroon 

Canary Islands 
Chile 

Colombia 

Costa Rica 

Crete 

Cuba 

Dahomey 
Denmark 
Dominican Republic 
Ecuador 

Egypt 

Eire 

E! Salvador 

Faroe Islands 
Finland 


Then you should consult 


“OBSTACLES TO DIRECT 
FOREIGN INVESTMENTS” 


(Technical Papers, No. 2) 


Fifty per cent of companies surveyed find 
foreign import and export quotas their 
main obstacle to investment abroad. 
These and other barriers are treated 


country by country. 


lf you are an 


Associate, send for your copy 
of this valuable study. It will 
be sent only upon your 
written request. 


France 


French Equatorial 
Africa 


French Guinea 
French Morocco 


Gambia 
Germany 
Gold Coast 
Greece 
Greenland 
Guatemala 


Haiti 


Honduras 


Hong Kong 


India 
Indonesia 
Israel 

Italy 

Ivory Coast 
Jamaica 
Japan 
Liberia 

Libya 
Luxembourg 
Malaya 
Madeira Islands 
Mexico 
Mozambique 


Netherlands 

New Zealand 

Nicaragua 

Nigeria 

Norway 

Pakistan 

Panama 

Paraguay 

Peru 

Philippine Islands 

Portugal 

Portuguese Guinea 

Puerto Rico 

Rhodesia 

Saudi Arabia 

Senegal 

Sierra Leone 

South West Africa 

Spain 

Spanish Morocco 

Spitzbergen 

Sweden 

Switzerland 

Togo 

Tunisia 

Turkey 

United Kingdom 

Union of South 
Africa 

Uruguay 

Venezuela 


*Or are you interested in investing? 


